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PREFACE. 



The fallowing pages* were written g^ome w^eekfif 
before circumstances of a private nature permitted 
the writer to pay the requisite attention td 
committing them to the press, tt has bec^ome 
necessary to mention this delay in the pub- 
lication, of which it would otherwise have been 
wholly unimportant that the reader should be 
informed, fi*om the change in public opinion upon 
the subject of Joint Stock Companies, which 
renders that portion of these remarks which re- 
fers to the state of popular feeling, inapplicable 
to the present moment. When these pages were 
written, not a voice was raised iti reprobation of 
the almost universal inclination for such projects; 
the tide of opinion has since turned more rapidly 
than I had anticipated, and a recent decision of 
the Court of King's Bench l^as operated power- 
fully in restraining the proceeding of projectors. 
There are again, however, I think, some symp- 

* With the exception of the abstract of the coiifpaAied,wfaildi' 
was not added until the early part pf February. 
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toms observable of a revival of the public taste 
for these schemes, whilst the ingenious purveyors 
to that taste have discovered, that the statute, 
with the enforcement of which they seemed to be 
threatened, is a mere scarecrow, which needs not 
deter them from enjoying their golden harvest. 

Be this, however, as it may, as the larger por- 
tion of these remarks refers, not to the individual 
merits of the innumerable schemes of the day, * 
but to certain circumstances attendant upon the 
formation of Joint Stock Companies and to the 
general tendency of such associations ; and as it 
has not therefore appeared to me to be necessary 
to alter the resolution I had formed to make them 
public, I have suffered the first part to remain as 
the most appropriate introduction to the matter of 
more permanent interest. 

No one indeed can have given any attention to 
the subject, or have attempted to collect the opi- 
nions of individuals upon the merits of Joint 
Stock Companies, without being aware how great 
a difference of opinion prevails even amongst well- ; 
informed men, not only upon the abstruser ques- 
tions of the beneficial or injurious tendency of such 
associations upon society, and the necessity of 
some new legislative regulations regarding them, 
but even iipon the simpler point of their legality, 
(when unincorporated by act of parliament) under 
our existing laws. 

Towards the elucidation of these questions I 



have endeavoured to contribute something in the 
following pages, with what success the public 
must judge. 

If, however, I had entertained doubts of the 
expediency of publishing the following observa- 
tions, they would have been entirely removed by 
what fell from a right honourable gentleman in 
the House of Commons, on Tuesday night last, 
whose opinions upon such subjects, both from the 
office he has recently filled, and from his actual 
connexion with government, must necessarily have 
considerable influence. 

In the allusions I have found it necessary to 
make to the arguments of the advocates of the 
outlay of capital, under all circumstances, by Joint 
Stock Companies, I have thought it necessary, 
in stating the frequent recurrence amongst such 
arguments, of the well-known maxim, '' that com- 
petition is the best mode of regulating supply and 
demand," to declare, that I had actually seen 
this maxim applied to the case of the employment 
of capital in public works by Joint Stock Compa- 
nies. I conceived, that otherwise it might have 
been considered superfluous to have pointed out 
so evident a misapplication of this elementary 
rule of the science of political economy. What 
was my surprise, when by the report of a debate, 
upon the second reading of a bill for constructing 
additional wet docks in London, (at St. Cathe- 
rine's) I perceived that the right honourable gen- 
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Ue'miin to whom I have alluded, stated, without 
the slightest reservation, as to whether the invest 
tigation of a committee should prove that addi- 
tional docks were required by the trade of the 
port, or that there was not already an ample field 
for competition, without one reflection upon the 
consequences to society of the improvident outlay 
of capital, if they were not required*, " That he 
should support the bill, because in a great com* 
mercial country, it was fit that there should be 
Qompetition in undertakings of this description"—* 

* That I may not be accused of mistepresenting the meaning 
of the speech of the right honourable gentleman, I add it entire, 
from the report in the " Times** Mr. Wallace expressed him- 
self strongly in faTour of the bill. '* The parties who sought for it 
wanted no excluatye advantages, all they wished for was fair 
and open competition. They (who may be meant by iheyl The 
Cabinet Ministers? and if not,— what can the Right Hon. 
Gentleman know of the mature considerations of any persons 
without the walls of the House of Commons) had not brought 
forward the measure lightly. It had undergone the most mature 
consideration. It was fit, that in a great eommercid. country 
tliere should be competition in undertakings of tluB description ; 
accommodation, and that of the best kind, should be given to 
merchant vessels, and that would be best obtained through the 
medium of open competition. Much had been said about the 
accommodation afforded by the London- Docks, hvJt why should 
they have a fMnopoly? The fact wasy ffiot those who opposed 
the bill were afraid of losing the gains which they realized by the 
eryayment of monopoly" The concluding observations are as 
remarkable for their good taste, considering the official character 
of the speaker, as for their correctness. 
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an argument which, if good at all, is good for 
permitting the construction of fifty additional wet- 
docks, as well as of one. If, at thb moment* 
when upwards of fifty millions are subscribed to 
be laid out in docks, rail-roads, canals, water- 
works, ^c, 4*0., these sentiments of the right 
honourable gentleman can be considered as the 
sentiments of his Majesty's ministers, an attempt 
cannot be ill-timed to shew that to (he decision of 
questions of this importance (if I estimate them 
rightly) something more than such superficifil 
reasoning should be applied. 

In stating strongly, in the following pages, the 
objections which lie against the universal applica- 
tion of Joint Stock Companies, I shall not, I 
trust, be suspected of the absurdity * of thinking 
that they are in all cases inexpedient No one will 
attempt to deny that the instrumentality of such 
associations is often highly advantageous to the 
community; but the current of opinion sets at this 
moment quite strongly enough in their fiivour — it 
is more necessary to point out the evils which may 
attend their unlimited extension. 

I have to trouble the reader with only one other 
prefatory observation ; the suggestions, as to the 
mode of legislative interference in the constitution 
of Joint Stock Associations, were written before 
it was publicly known that the Lord Chancellor 
had it in contemplation to introduce a measure on 
the subject. I have suffered them to remain, as 
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they are directed to the suppression of practices, 
of the existence of which that eminent person, 
irom the very elevation of his rank, and«the nature 
of his official duties, may not be so well aware as 
an humble individual, mixing on equal terms in 
the business of active life. It must, of course, be 
unnecessary even to disclaim the senseless vanity 
of wishing to contend with such an authority on 
the legislative course which, with reference to the 
legal bearing of the question merely, it would be 
expedient to pursue. 



London^ 28/A Febmary^ 1825» 
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JOINT STOCK COMPANIES. 



The questions I propose in the following pages 
briefly to investigate, are — 

First — ^What may be the cause of the present 
great increase of Joint Stock Companies. 

Secondly— What are the probable consequences 
of such increase ; and whether, by a consider- 
ation of the nature of their several objects, 
some principle may not be found, to indicate 
the degree in which such Associations are be- 
neficial or injurious in their effects ^ upon so- 
ciety; and. 

Finally — ^Whether the law, as it at present stands, 
relating to Joint Stock Companies, be not 
susceptible of improvement. 

In considering the increase of these, projects^ 
our attention is first arrested by the vast amount 
and prodigiaus rapidity of that increase; whilst 
the avidity with which each project in succes- 
sion is devoured by the public, unexampled en- 
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tirely in the memory of any living man, has only 
been equalled at the peciod of the South Sea 
and Mississippi Schemes. Each day brings forth 
its brood; they spring up around us on every 
side ; from Ores in the earth to Pearl Oysters in 
the seitt from Me:&ico to New Holland; from 
W^t Docks and Rail-roads to Washing and Al- 
demey Cows ; every element in turn is invaded ; 
each quarter of the globe is explored, and all 
trades and professions are scrutinized, to discern 
if p6radventure they may not afford some basis 
whereupon to build the goodly edifice of a Joint 
^ock Company. To a scrutiny oondiicted with 
such animating motives for diligence, success is 
larely wanting ; thc^ fittest of opportunities. i» 
speedily discovered fi>f the formation of a Com- 
pany^ whose o^raiion$, whilst thay will be of 
inealcttlable adviUitege to the OiHtu^ttBity* will 
juAA an an^Ie remutiiefation to the subseribers. 
Anon iq>p0ara» in l^aiitiful p»ta^rtion» py<ra- 
midically shaped, an advertisement,, setting forth 
in glowing terms, yet with a certain air of grace- 
ful reserve, the unrivalled advantages of the 
scheme ; aloft sublime upon the apex shines 
some name illustrious either at the eastern or 
western end of this happy and money*getting 
metropolis, the president ; below his awful^ d^ 
nity, but jret of scarcely Inferior rank, nu^ be 
discerned the vice-presidents, who eommooly are 
tMratn dividing iheir greatness ; and to them 
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ceeds, arranged in double file, the array of the 
directors, twelve or twenty-four in number. 
These gentlemen might not, at first sight, ap- 
pear to an ordinary man, to be of a sort or con- 
dition greatly difiering from his own; but no, 
they, too, by their incessant appearance before 
the public eye, have become the heirs of fame ; 
their names, 

** Familiar in our moutlis as household words," 

seem essential to the very idea of a Joint Sliock 
Company; — its existence would be incomplete 
without them. Below them follow, in orderly 
arrangement, auditors, treasurers, trustees, (I am 
hot sure that I marshal them aright,) bankers, 
solicitors, engineers, and lastly, in the comer, 
(and often the real comer-stone of the project,) 
appears the secretary. 

Appended to the advertisement is a notice, 
where the public (it is all for the good of the 
public) may apply for admission to the benefits 
of this unexampled scheme; but short is the 
auspiciotis moment of admission, and tain the 
headlong eagerness with which we seek to avail 
ourselves of it ; the golden vision gleams but for 
a moment, and theii is shut from our desiring 
eyes. The " public'* is informed that the lists 
of subscription dre full ; no matter of how many 
iniillions they consisted, nor across What oceans, 
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into what deserts, those millions are to be sent ; 
the lists are full, overflowing; but the disap- 
pointed applicant has the consolation of hearing 
that he has many companions in affliction, and 
that fifteen millions have been turned away. Let 
him, however, be comforted ; the same paper that 
informs him, that the shares he has missed are 
at five per cent, and " looking up," (the classical 
idiom of the Stock Exchange is your only polite 
conversation now-a-days,) stops the press to an- 
nounce, that a certain " eminent capitalist," the 

great Mr. A was seen in earnest. conferQnce 

with that yet greater capitalist Mr. B , and, 

as they were shortly joined by that kindred lumi- 
nary Mr. C , it was rumoured, that a still 

better scheme was in embryo, and that at the 
close of the market, the Scrip (of whatever it 
might be, no matter what) was at 1^ buyers. 
, This mania comprehends all cla^^s in its in- 
fluence; it i3 epidemic, and afflicts alike the 
rich and poor, the titled and the humbl^^ the 
leisurely gentlemea of St James's-street, and the 
scuttlers through Change-alley. And is it thus 
with us indeed? are we really the nation pf shop- 
keepers that our now almost forgotten enemy 
described us? Can it be that all other in- 
terests are absorbed by this appetency of gain, 
this lust of possessing Scrip, this itch for a pre- 
mium? Do tidings from Spiain o.r fi;om Greece, 



the coitvalsions of' expiring or the successful 
struggles of infant liberty, rouse us' less than 
the " last prices'' from the Stock Exchange? Is 
the portentous aspect of Ireland itself a less 
interesting object of contemplation to us, than 
the political horizon of those states of the New 
World, Who excite our sympathies in proportion 
as they are our debtors? Strange as it would 
have appeared twelve months since, strange as it 
may perhaps appear twelve months hence; it is 
scarcely an exaggeration to reply to such suppo- 
positions in the affirmative. The newspapers, 
which follow rather than lead public opinion^ 
have, in conformity to the tastes of their readers, 
devoted more and more of their columns toi this 
fayourite topic ; and their strictures, of course, by 
their re-aotion upon the public mind, tend to coth- 
firm and spread wider the prevailing inclinatiojok. 

In every one of our best journals, longer and 
longer letters are daily to be found, dated, to the 
miiiute, from the seat and focus of activity, the 
Stock Exchange ; until, in some of them, this 
species of intelligence is made the leading 
article, and the ingenuity of news-coUectors is 
exerted in obtaining correct accounts or rumours 
of the journeys to and fro from London to Paris, 
and Paris to London, of the '' eminent capitalists" 
(I like to give them their full title) upon whose 
fiat seems to depend the fate of empires. - 

I am well aware that in attempting . to stem 
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the tide of public opinicm whidi now nws 80 
strbDgljr in favour of these schemes, I am taking 
1^ utipopulan and, perhaps, an unavailing part 
My warning toice will probaUy be lost in the 
tumult of acclamation with which every fresh pro- 
ject is hailed ; and yet mine will not be merely 
tiieoretical objections ; all that I could urg6 in re- 
ph>bation of tiiiis pernicious frenzy-^all that could 
be ui^d by any individual, the most justly-^en* 
tilled to counsel with authority and effect^ must 
be feeble, in comparison with the lesson our own 
eicperi^ice as a nation might teach us^f nations 
ever grew wise by experience. Thi^evilis neither 
unknown to otir annals^ nor its renredy unattemptp 
ed by the legi^ature. In the jrears 1710 and 
1720, the same kind of infatuation seems to have 
existed, and to have beai turned to the same 
aiec6unt by the projectors of those days* So 
dose indeed is the parallel, that the words of the 
historians of the former might serve with equal 
eicactness for a record of the inresent period. The 
South Sea BubMe attained, as it well deserved, by 
the wMer extent of the mischief it occasioned, 
to a pre-eminence of fame at that day, and still 
enjoys an enduring notoriety ; but it should be 
known that the spirit 6f gamUing and 'specu- 
lation which that famous project engendered, 
manifested itself in an Infinity of mmor iiubblcis, 
yet, if possible, more preposterously absurd and 
fatally delusive. 



Andemon, in JmUktotf of Coowerc^, pirf feceS: 
hiff record of die tiTeote of thf y<siHr 17S0, by 
observing, ** Wt are now to enter upon the yew 
1780, a year mmarkuble beyond any other which 
can be pitched upon by hiatoiiana, for extmorr 
dinary a«l nmumUe projecto, piopo«fl«, wd un- 
dertakings, both pritate and national* and which 
therefore ought to be had in pi^rpetual i»mem- 
bfMice, not only as being wh^ iieTOr had ita 
parallel, nor, k ia to be hoped* ewHr will here- 
after* ; but like wise as it im^ serve for a perpe^ 
taal memento to the LegislatoiB ^d Ministem of 
our own nation, neyer to leayve it in the power 
of any hereafter to hoodwink mankiqd into ao 
shameful and baneful an impoffition on the oredn- 
lity of the people, tiheareby direrted from thetr 
lawful ihduatry.'^ 

'' From morning until Evening," he prooeed^ 
to relate, '' the dealers in the shares pf thesey^ 
xal projeeta, as well as iu South Sea Stock, 
appeared in contimial crowds all over Exchange- 
alley, so as to choke up the passage through it"-r- 
(the site of operations is changed to the Exohimge 
iiaelf, with the Stock Exchange, and its adjacent 
alleys and purlieus)---''^ not a week passed with- 
out fresh projects, r<^commendi^ by pcMiipous 
adyertiaoHieats in all Uie newapapars^ dire^tjipg 
whore lo subscribe t^ them. 

* The Historian of Commerce estimated ill, it would appear^ 
the fdly aud credolity 6f mankiiid. 
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" Persons of 'quality of both sexes were deeply 
engaged in many of these bubbles, — ^avarice pre^ 
vailing at this time over all consideration of 
either * dignity or equity, — the males coming to 
taverns and coffee-houses to meet their brokers, 
and'the ladies to the shops of milliners and ha- 
berdashers for the same end"— (it must be owned 
that our great-grandmothers are not yet rivalled 
by their descendants). — ^' Any impudent impostor, 
whilst the delusion was at its height, needed 
only to hire a room near that alley, and open a 
subscription for somewhat relative to commerce, 
manufactures, plantations, or of some supposed 
invention, either newly hatched out of his own 
brain, or else stolen out of the many abortive 
projects of former reigns, having first ' advertised 
in the newspapers on the preceding day, and 
he might, in a few hours, find subscribers* for 
one or two millions of imaginary stock. Yet 
many of those very subscribers were far -from 
believing these projects feasible ; it was enough 
for their purpose, that they would soon be at tt 
prieinf um on the receipts for those subscriptions, 
when they generally got rid of them in the 
crowded alley, to others more credulous than 
themselves. The first purchasers of these receipte 
soon found second purchasers, and so on, at still 
higher prices, coming from all parts of the town, 
and even many from the adjacent countries ; 
and so great was the wild confusion in 'Change- 



alley, that the same project or bubble has been 
knawn to be sold, at the same instant of time, ten 
per cent, higher at one end of the alley than 
the other/' 

Anderson enumerates abore two hundred of 
these projects, and expresses a doubt of his having 
obtained the names of all ; they comprehend 
nearly all the objects of the present day, such 
as mines, fisheries, waterworks, improvement of 
harbours^ supplies of iron, coal, and meat; loans, 
investment of money, insuriances, Src. ^c. ^c, - 
with the addition of ' some others which have 
hitherto escaped the ingenuity and research of 
our projectors,-^such as schemes for 

A wheel for perpetual motion. 

The transmutation of quicksilver into a mal- 
leable and fine metal. 

Fatting of hogs. 

Importing jackasses to imprave our native 
breed— ^(this must have emanated from 
some satirical rogue of a projector)^ — 
with many others as visionary, and some too ludi- 
crous to transcribe. One ingenious person advert 
Used a subscription of two millions '' to a certain 
promising or profitable design, which will hereaf- 
ter be promulgated." This last scheme would no 
doubt answer again at the present day, if adver- 
tised with the names of some ^* eminent capital- 
ists ;" the success of the others might be doubtful. 
The difference, it may observed, which ap- 
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peaiB upon a compariwa of the seToral scheme* 
of 1720 and of the present day. affords a grsf 
tifying evidence of the great advance of know-* 
ledge^ and of general intelligence \ for pro^* 
jectors must necessarily adapt their schemes to 
the degree of information possessed by the public 
at laige ; — and it is certain, seriously speaking, 
that very many of the projects of that period 
would not now get a single subscriber ; whilst, 
on the other hand, the almost equal absurdity of 
many of the present schemes, and the chimerical 
profits expected from all, the enormous prices of 
shares, and the general infatuation, furnish a^ 
clear an illustration of the efifects that may at all 
times, and under all circumstances, be expected 
to result from the influence of imagination upon 
human conduct; — there are, perhaps, no other 
instances in the history of the human mind, in 
which the operations of that faculty haire assumed 
80 palpable a form, or in which the air-built 
castles of hope, which we are all so prone se- 
cretly to indulge in erecting, have been so openly 
revealed, for mutoal edification and amusement. 

The evil at \eag&k attracted the attention of 
Parliament^ and in the Act which incorporated 
tide !Royal Exchange and London Assurance 
Compames, the following clauses were intto- 
duoed, to put a stop to the practices which have 
been described : — ' 

'' Whereaait is notorious that several undertak- 
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ingsor projects of different kinds faftve at some time 
or times^ since the 24th day of iJune, 1718, beea 
publicly contrived and practised, or attempted to 
be practised within the city of London, and other 
parts of this kingdom, which manifestly tend to 
the common grievance, prejudice, and inconve- 
nience of great numbers of your Majesty's sub- 
jects in their trade or commerce, and other 
their aflhirs; and the persons who contrive or 
attempt sudi dangerous and mischievous under- 
takings or projects, under faise preteiu^es of public 
good, do presume, according to their own devices 
and schemes, to open books for public subscrip- 
tions, and draw in many unwary persons to sub- 
scribe therein towards raising great sums of 
money, whereupidn the subscribers or claimants 
under them do pay small [proportions thereof, 
and such proportions in the whole do amount to 
very large sums ; which dangerous and mischiev- 
ous undertakings or projects do relate to several 
fisheries, and other affiiirs wherein the trade, 
commerce, and welfare of your Majesty's sub- 
jects, or great numbers of them, are concerned 
or interested; and whereas in many eases the 
said wdertakers or subscribers have presumed lo 
act as if they were corporate bodies, and have 
pretended to make their shares in stocks transfer- 
able or assignable, without any legal authority, 
either by Act of Piarliament, or by any Charter 
from the Crown for so doing ♦ * ♦ « and 
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many other unwarrantable practices^ (too many 
to enumerate,) have been and daily are, and 
may hereafter be contrived ; and whereas it is 
become absolutely necessary, that all public un- 
dertakings and attempts tending to the common 
grievance, ^. S^c. Src, be effectually suppressed 
and restrained for the futlire by suitable and 
adequate punishments, Src. ^c. Sfc, be it enacted. 
That from and after the 24th day of June, 1720, 
alt and every the undertakings and attempts de- 
scribed as aforesaid, ^. ^c. ^c, and all public 
subscriptions, receipts, payments, assignments, 
transfers, pretended assignments and transfers, 
and all other matters and things whatsoever, for 
furthering, countenancing, or proceeding in any 
such undertaking or attempt, ^c. ^c. Sgc.y shall, as 
to all or any such acts, matters, and things, as shall 
be acted, done, attempted, endeavoured, or pro- 
ceeded upon, after the said 24th day of June, 1720, 
for ever be deemed to be illegal and void, and shall 
not be practised or in anywise put in execution." 

The succeeding clause enacts, that the unlaw- 
ful undertakings, attempts, and practices, before 
described, shall be deemed to be public nuisances, 
and all offenders therein '' shall be liable to $;ucfa 
fines, penalties, and punishments, whereunto 
persons convicted for public or commbn' nui- 
sances are by any of the laws and statutes of 
this realm subject and liable ; and moreover shall 
incur and sustain any such further pains, penal- 
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tiesy.and forfeitures as were ordained andpxo* 
videdby the statute of provision and praemunire, 
made in the 16th year of the reign of King 
Richard the Second." 

Of two other clauses in the Act relative to 
this matter — ^the olae enacts, ** That if anv 
merchant or trader shall suffer any damage in his 
trade, commerce, or other lawful affairs," by oc- 
casion of these undertakings, he, may have his 
remedy for the same by an action, to be grounded 
upon this statute, against the persons^ sodetiesy or 
partnerships, or any of them, who, contrary to this 
Act, shall be engaged in any such unlawful un- 
dertaking, and may recover treble damages with 
full costs of suit." — And the other clause enacts, 
•* That if any broker shall bargain, sell, buy, or 
purchase, or contract or agree for the bargaining, 
selling, ^c. ^c,, of any share or interest in any of 
the undertakings by this Act declared to be 
unlawful, he shall not only be disabled and ren- 
dered incapable of acting as a broker for the 
future,, but shall also forfeit the sum of 500/., to 
be recovered, one moiety thereof to the use of 
his Majesty, and the other moiety to the use of 
any person who will inform or sue for the same, 
with full costs pf suit/' 

The powers given to Government by this. Act 
were speedily called into exercise ;. and by a 
singular fatality, at the earnest request, as it 
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appears, of the South Sea Directors, who eoasi- 
dered all these subordinate schemes a^ iniraNOBS 
of their monopoly of delusion, and were not 
aware how fatally the check thus about to be 
given to the spirit of gambling would operate 
upon their own more magnificent bubble. Writs 
of sdre facias were issued in August, 1720, (the 
Act having passed in June,) against four compa- 
nies by name, and in general against all other 
projects promulgated contrary to law, and the 
crown lawyers were to prosecute all sucii as had 
opened books of subscription, and all who sidi- 
scribed to them, or who made or accepted idiy 
transfer in them. A publication to this effect^ 
by authority, in the London Gazette, '' instantly 
struck" (says the historian already referred to) 
*' so general a panic amongst the condtictors of 
all the undertakings, projects, or bubbles, thai 
the suddenness as well as greatness of their 
fall was amazing. The more barefaced bubbles 
of all kinds instantly shrunk to nothing ; and aU 
the dSffereait undertakings and projects were at 
once, as by the touch of IthnriePs spear, redud&d 
to their juat dimensions. The projectors shut up 
ihdur offices, and suddenly disappeared, and EiL^ 
change-alley, with its coffee-houses, wa^ no 
longer crowded with adventurers, many of whom, 
having laid out dieir substance in these' air^ 
purchases^ noiw found themselves to be utterly 
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undone ; whilst on the other hand, such as had 
dealt in them to great advantage, became ex* 
tremely shy of owning their gains/' 

Whether a similar fate be yet in reserve for 
the schemes of the present day, or whether our 
modem projectors have so conducted their ope- 
rations as to evade the grasp of the law enacted 
£or the benefit of their predecessors, it is not for 
me to determine. AH the prospectuses of the 
assoeiations that do not propose applying to Par- 
liament for acts of incorporation are worded 
with a reference to the clauses I have quoted, 
Bsxd declare that the company *^ will not presume 
to act as a corporate body, or in any other man«- 
ner contrary to law." But it is not the declaration, 
that they will not act contrary to law, which will 
save them from the penalties of its infraction ; 
and I confess that, comparing the proceedings 4^ 
tiiese oiur modem assoctaitions with the practices 
described by the Act, and dedar^d to be n«i-^ 
sances, I cannot but entertain doubts of the 
legality of those proceedings, nor »void sarmis* 
ing ti^t the whole of the parties cancemed da 
ttk the pv9sent moment lie at the mercy of the 
Attornsy^gieqiiefal* I eannot conceive that/ at the 
period of the ienactnoieDt of this law^ ^my such 
eentrivasiee would baive svifficed to elude its ioaflh 
nifbst intention, or defeat its operation; mNl| 
untoudied as it has been by any subsequent sta* 
tttte, ft wmild piobttbly be found that the lapae of 
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a hundred years had not impaMred. its pawers. 
Whether it would be expedient for the Govern- 
ment to put it in force,, is a different question^ 
and one of which we may, for the pi:e8ent, waive 
the discussion. 

[Since the above was written, two opinions 
have.been delivered on the subject, by the highest 
legal authorities, — ^viz,, by the Lord Chief Justice, 
in the case of " Joseph, v. Pelrer ; and by the 
Lord Chancellor, in " Eyre v. Everett and Co." 
Those opinions appeared to me so completely to 
establish the correctness of the view I had taken, 
that I should have contented myself with merely 
alluding to them, had I not heard doubts, inti-- 
maeted as to the extent to which those eminent 
persons had gone in declaring the illegality of 
such associations ; and had I not seen professional 
opinions of subsequent date, in direct opposition . to 
what I conceive to be the meaning of the act of 
the 6th Geo. I. and to wh£^t I had understood was 
declared to be the meaning of that act, by the 
dicta above alluded to. As, however, I have, only 
seen the reports of those cases in the daily papera, 
and my judgment, therefore, of the. purport of the 
high legal opinions delivered thereupon may not 
have been. formed upon correct data, I shalLpass 
ove^ any consideration of what may be the precise 
smiount of those opinions, and give, briefly the 
reasons which appear, to me to prove, that the 
supposition that these associations, , or some of 
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them, do not come within the meaning of the act 
6th Geo. I. is erroneous*. 

^ The cases which bear upon the question of the lega<« 
Utj of joint-stock associations, not incorporated by Act 
of Parliament, or Royal Charter, are, I believe, fiye in numberi 
viz. 

In 1 808. The King v. Dodd. 
„ Buck v: Buck. 
1 809 . The King f; . Stratton and others. 

1811. The King v. Webb and others. 

1812. Pratt v. Hutchinson. 

In the first, Lord EUenborough distinctly stated, that the case 
came within the meaning of the Act of 6th of Gko. I. but refused 
an information, on the ground, that so many years had elapsed 
since the law was enacted, that the public might be presumed 
to be ignorant of its existence, and moreover, that the party 
at whose instance the information was prayed, was in " pari 
delicto." He, however, intimated that the sentiments expressed 
by the court in this case, might be taken as a warning by the 
public. 

In the second, Sir James Mansfield, in the Common Pleas^ 
directed a nonsuit, in an action for the amount of some shares 
in an unincorporated company, on the ground that the company 
was illegal. 

In the third, a case in which certain individuals were indicted 
for a conspiracy to deprive a person of the office of secretary 
to such a company, Lord EUenborough held, that it could not 
be said to be an illegal act to conspire to deprive a man of an 
oiBce which he could not legally have filled. 

These three cases are clearly against the legality of unincor- 
porated associations. 

In the fourth, the Court was apparently influenced by a 
special verdict, which had been: given in the case, asserting the 
useful tendency of the undertakings (a company to make bread 

C 
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1. It U 'intended* that to brtn^a comfwrny ndt 
incorporated by act of pariimom^t^ or royal chartet» 
within the meaning of the act, it must be proved 
that it is to " the common grievance, prejudice^ 
and inconvenience of the King*s subjects, or great 
numbers of them, in their trade, commerce, or 
lawful affairs." But %t is the aot itself, as I appre- 
hend, which assumes thAt they are prejudicial, 
so that it is oiity necessary to prove that an asso- 

at Birmingham.) In this compiMijr Urn transfer of shares was 
subject to ceftaJA limitations; of i^esideoee in the neighbouir* 
hood of Birmingham, signing th^ dieed of partnership, <^. ^. 

In the last ca^e the doctwe do^ Qer4ainl;y appear to have 
l>eeii bald hy the dmt {imba^mg Lord EUenborough) that ik 
w«0 necessary to pvove a^otopany ta ^^ l^d lb the cemiittliiiire^ 
J4^a» l^eKanoe, Sto., of Hm M*j«My V sul^ecte,." 4«»,. 4*Ch 
luefore iicoaU bepfonounced UlngaL 

Th^ two 1a^ ca^es seeming loja&nd arpve8ait^)tio»*tfa«t«d«Ftii 
of law would consider that, in certain cases, joint-stock assoffiar 
tjfWf might belegaUj co&^ii»lfid,>^hoiit tir&ciof iiwotiiaralion 
Qv fW)y4) Charter» ift is aocendivgilj! en them th«l the poofea*^ 
aiaiuil' opiamis. I hwnt abpw aUndedtq^nndpali^K nefy. k doeK 
not become me to say how far, in these two last cases, so eitiineiMfr 
%( la^ryer ' f^ Wd. iiUetibdroiigh: wasiobrnect, iidIhs intdr^tation 
qf tip^Bfit 6 tb Gep^. I.» or eonaiateiH with hipBtself . l-pnaier ralhac 
lo stj^t^ my own yk^^ of tbe meaning^ of thai) vtb^ IrusUng In 
t^e candour of vfi(j' i^devs tp belief ev. tha^ whei» I^diff^v, (if £ 
do differ, of which I %ia ito| quiteisare) faom sttcbaniaiitfaoffityv 
I do sp. with i)Qfi^n^ foalil^of hiiBftilitgr; Inasoowlh «s diose 
cases might be supposed to establish the legaltlty uades omkiai 
oircumfilmioes of supb; f^fiSPQiatiens, theif effect iimhiI^ I should 
tliink, be neutjpatis^ hf tb^ reoent decibion^ in tite Gpsr^«£ 
King's. Bench of JksApb x>« Pelnis, 
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ciation has certain charact^tittics pointed out by 
the act, to refer it at ohce to the class Which the 
legislature intended to suppress. 

The words, ** which manifestly tend to the 
common grievance" ^Jv., ^c, can be c6nsidered 
only as a declaration by the legis^lattrre, of the 
motive which prompted the enactment of the law, 
not as a definition of the offfence. Declarations 
of the reason of making a law, are commonly to 
be found in the preamble 6f acts of pariiamerrt, 
and in the present case they should be cleairfy 
looked upon in the light of a preamble, as the 
foregoing clauses of the act relate to atiother 
matter. To suppose that proof is necessary of 
the tendency of any particular association having 
the signs, marks, or circumstances of those assi^- 
ciations, which the act declares shall be all ille- 
gal, is to confound an offence carefuly designated, 
by the legislature with the effects of such offence 
upon the commonweal. Such a mode of inter- 
pretation would plunge into inexplicable doubt 
the meaning of those numberless acts of parlia- 
ment which constitute constructive or conven- 
tional offences, (which render, that is, f6r the 
benefit of society, certain actions, innocent or in- 
different, by the laws of nature or of God, crimi- 
nal,) If the law designate, with sufficient pre- 
cision, the circumstances whicSh constitute the 
crime, it caii not be competent to the interpreters' 
of that law to examine the tendency of the crime 1 

c 9 
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Such reasoning might be good, applied to the 
policy of ps^sing the act; it can avail nothing 
when it is passed. 

What reason moreover can be assigned for 
a court of law, limiting the meaning of the words 
'' which manifestly tend to the common prejudice, 
{grievance, and inconvenience of his Majesty's 
subjects, or great numbers of them, in their trade, 
commerce, and other affairs," to the peculiar spe- 
cies of injury, which may be susceptible of legal 
proof? What right have we to think that the 
legislature^ had not in view, the remedy of other 
evils consequent upon the mode of getting up 
these associations, v^hich, though of too diffuse 
and subtle a nature to be tangible by legal proof, 
are in reality far more detrimental in their effects 
upon the community ? such as the encouragement 
of an universal spirit of gambling ; the diversion 
of the people from the habits of patient in- 
dustry; the facility to the rich and crafty of 
making enormous gains at the expense of the 
poor and ignorant ; the possible misappropriation 
ofvast capital, by bodies having no definite exist- 
ence and no known or responsible officers. These 
and many other evils, which need not here be 
enumerated, the legislature probably had it in 
contemplation to remedy; (we know, indeed, 
from the historical records of the period of the 
enactment of this law that it had such intention.) 
But all these evils may be said to '^ tend mani? 
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festly to the common grievance, prejudice, 8rc. ^c, 
of his Majesty's subjects." With what shadow 
of reason then can we pretend to narrow the sig- 
nification of this phrase, to that kind of injury to 
individuals or classes, which alone can be a 
question of fact, or susceptible of legal proof? 

Again, it is a maxim in jurisprudence, that 
every law should be interpreted in the mode that 
will make it consistent with itself, and so as hot 
to defeat its own effect. Now, it is clear, that the 
supposed interpretation absolutely stultifies this 
Act of Parliament. Of what proportion of the 
associations, either of 1720 or of the present 
day, could it be predicated unhesitatingly, that 

they tended to the ** grievance, prejudice, &c. &c., 

*■ • ' > • ■ 

of his Majesty's subjects?" On the contrary, 

they all pretend to be for the public good ; " false 

pretences of public good," the act says and 

truly— but the falsehood of their pretences, is in 

most cases, only to be made apparent by a chain 

of reasoning, which would be totally out of place 

in a court of justice. Is a court of justice a fit 

arena for the discussion of questions of political 

economy ? can it possibly have been so intended ? 

Is it likely, moreover, that the legislature would 

have left a law so highly penal, to so vague, and 

therefore cruel a mode of interpretation ? Could 

it have been intended, that a man, before he 

could be certain whether he had incurred the 

heavy penalties of a pi'^munire by belonging to a 



joint 30ck cqfnp^y, sli^uld be ^ competent jpdge 
of the question, often of no efisy solution, whether 
the o^iject pf such cop^pany, yrere or were pot 
pf s^drantageous teadency for the community ? 
On this head, one single observation more may 
be sufficient ; by this very act, charters of incor- 
poration were given tp two joint stock companies ; 
of CQuri^e, their objects were of a beneficiftl nature. 
The evidence that had satisfied the legislature 
upon this point would have satisfied a court of 
law. Why th^n confer upon them a charter? 
Upon the supposition I am combating, they would 
have been legal without. 

2. The intention of the legislature in this act, is 
rendered evident by the mode in which it was 
put in force, immediately upon its being passed ; 
it was notified in the Oasfctte that it would be put 
in force against all associations not established by 
law, or royal chvter, >vithout any distinction of 
their several objects ; and one of the companies 
againsit which, by name, writs were issued, was 
the York Buildings Water- works Company, whiph 
cpuld hardly have been said in any sense to 
*' tend to the prejudice or grievance" of his Ma- 
jesty's subjects. 

3. The act gives a remedy by action, to persons 
aggrieved by such associations. They are to 
f^cpifer treble the i^n^ount of the damages thay 
tMijve %^sM4ne4t '' by o^ci^sion of an j[ Uiudertakinf 
^^laj[ed by thi«i ac^ Ijp be ^lawful ;•' th^e leg^ity 
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of the undertaking by which titey are affgti^ved, 
does not depend upon evidence to be addnced by 
them, it is only necei^ary for them to bring proof 
of the injury they have Sustained.. The legisla- 
ture here distinctly recognises an injury to indi- 
viduals which may be caused by these associa- 
tions, in addition to those evils of a more general 
nature, for the remedy of which the law was 
passed ; were it otherwise, the act would not har^ 
assumed tlie association against which the Bjiit 
was brought to be unlawful, until a verdict was 
obtained against it, inasmuch as the greater must 
comprehend the less, and the association could 
not injure the whole, if it did not injure a part. 

4. Brokers dealing in the shares of such com- 
panies, are to be subject to a penalty of 600/. ; 
half to go to the king, and half to the informer. 
Can it be supposed, that when the act wais recent 
it would have been deemed necessary in a suit for 
such penalty, to have brought proof, that the com- 
pany, in the shares of which the bargain had taken 
place, injured any one of his Majesty's subjects 
in theif tmde, commerce, &c. ? Could sucfe proof 
have beet* brought againfst the York Bnitdings 
Water- Works Company ? And is it not clear, th*t 
at the ltm« when a writ was issued against that 
eom^paay, the penalty could have been enforced 
against a broker who had dealt in the shares. 

5. The act says, that " all public- satescription^, 
remiplmr pwymmit^^ assign nMriias &tt& transfers, — 
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the acting or preauming to act as a corporate 
body,— 'the raising or pretending to raise traus* 
ferable stock or stocks,'' — the opening books for 
subscription upon which the subscribers do. pay 
small proportions, &c.» &c.» shall be illegal, nui* 
sances, &c. Now from some one or other of the 
circumstances or characteristics here described, 
which of these new associations is free ? If the 
taking s^ small deposit, which is to constitute the 
depositor a member of the company, if the de- 
vising a deed to the various regulations of which 
the members are required to conform, be not 
f^suming to act as a corporate body — what can 
be deemed such an assumption ? 

I am not ignorant, that almost all these compa- 
nies affect to make their shares transferable only 
on certain conditions, signing the deed of part-- 
nership, approbation of directors, &c., &c.; but 
these aremere evasions, the shares are notoriously 
transferable without the slightest difficulty, 
(which is the circumstance named by the act ; it 
does not say that they shall be transferable 
without condition,) were they otherwise, they would 
not be marketable, or answer the purpose of the 
projectors ; but whatever may be thought on 
this head, what does it avail these associations to 
have avoided one of the signs or marks described 
by the act, when they bear upon their very front 
all the others? 

These, however, are the only points, I am per 
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suaded, that, in order to ascertain the legality of 
any unincorporated associatioti, a Court of law )$ 
competent to investigate ; I repeat, that t am 
not discussing the expediency of putting the law 
in force, or even the propriety of letting it remain 
on the statute-book < If it be too severe and be also 
ill-adapted to its object, (an opinion in which I 
concur,) let it be repealed ; but do not let it re- 
main, a reproach to our criminal code, to be ex- 
plained away, whilst the laws are interpreted with 
the lenient spirit of the present day ; or to become 
an engine of oppression, if the period should ever 
arrive, which God forbid, when they should be 
administered in a different spirit. 

I may observe, by way of conclusion to this 
long digression, that I am surprised no individual 
has yet thought it worth while to bring an action 
against one of these companies. I feel a strong 
persuasion, that he would recover ; the only diffi- 
culty would be, the proof of the injury he had 
sustained ; but cases must exist where such proof 
could be obtained. Suppose for instance, a milk- 
man were to bring an action against one of the 
dairy-companies ; in this case evidence of loss of 
custom would be easy to obtain, and however 
reluctant a jury might be to give damages, I 
entertain but little doubt, that the court would 
direct a verdict for the plaintiff upon the law of 
the case, if the evidence were clear.] 

Reverting to the question^ from* the investiga- 
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tion of which we hare been tempted to digrcsB ; 
wsi what might be the cause of the great increase 
of joint-stock companies: the first circumstance, 
it was obaerred, that arrests attention, is the ex- 
traordinary amount of that increase. 

The following abstract comprises only such com- 
panies as have appeared in London within the 
last twelve months *: — ' 

ABSTRACT. 

r 

Mining companies in Great Britain and Ireland £l 0,400,000 

South America mining companies .... 14,475,000 

Railroads .......... 2i,94S,500 

Candbs, docks, tunnels, bridges, roads, ^. . I4,&a4,000 

Fire, life, and marine insurance companies 32^740,000 

Water-works 2,650,000 

Gas companies 7,370,000 

l.oan, pawnBroiing investment, annuity, and 

budiing companies 

Colonial Com^nies 2,O0O,ooe 

S4eam navigation, shipping, building, and batb 

companies. . ... 

Milk, flour, com, ^£ 3,160,000 

i&l 36,711,500 
Whereof has been paid up, about 8,500,000 

There remains to bo paid ..... ^ ii\%i^^\\^Sfi(^ 

Or,, lit loimdl sambcrB ....... itl28;,O0>0,o09 

^ I had originally intended to give the list in detail of all the 
schemes, and' had' coHeeted the materials for that purpose ; but ob- 
oorviyig that micbUfils haiidnen puUiafaod in the papersvlhafo 
thought it better to give merely the above abstvact, wiiich is 
taken (with some very few trifling alterations) from a daily 
pUpoF, Ae BrUisk TVwetfer, antf dT which Fhave myself care-, 
fully verified the accuracy. 
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4,880,000 



87 

la the above abstract is not includecl the West 
India Company, with a capital of four milliona, 
the lists of subscriptions to which were full and 
overflowing, in April of last year, but which was 
dissolved (or suspended operations at least, for I 
have heard a rumour of its being revived,) when 
it was found that a charter of incorporation could 
not be obtained. There are also some ten or 
twelve other companies,, which 1 have not in- 
cluded, either because I. could not ascertain the 
precise amount of their capitals, or because I 
was not entirely certain of their existence, or 
having once existed, that they had not merged 
in some other companies. These would perhaps 
add something to the amount; on the other 
hand, the whole of the nominal capitals of the 
insurance companies not paid up^ amounting to 
88,000,000/., shouM be deducted, m they am) 
presumed not io be requived. 

If, therefore, we take 100,000,000/. as the net 
amount of the capital, which the '' PuWk^^ has 
actually undertaken to disburae, upoa the various 
projects which have appeared since the beginning 
of 1894>t and which aire immediately to be carried 
into eij^^cutioa ; we aball probably rathei iii»dor 
-than Qver-nt^ the tvu^ amount ^. 

It may o^Qt he unimportant to take n^te of tbe 

*^^The abstract iis algo exdusive of many ptojects which hate 
appeared in cMftireiil parts qf the kingdea^ but ha^e not ba4 
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order of date in which the isch^mes have appeared. 
It is as follows : — 



1824. 



1825. 



February . 


5 


March 


4 


April . 


. 11 


May . 


5 


June . 


4 


July . 


8 


August 


9 


September . 


4 


October 


4 


November , 


15 


December . 


16 


January 


; 68 



153 



In the early part of 1824, it seems, that this 
morbid appetite for scheraies, this epidemic — was 
a chronic rather than an inflammatory complaint ; 
there is but little variation in the number of 
Schemes which appeared in the five first months 
of 1824, with the suspicious exception of April ; 
but then April may plead its privilege of 
playing the fool, from time immemorial, and 
it would have been hard certainly to have re- 
fused to this facetious month some pre-emi- 
nence in this particular. Since then, the disorder 
has goiie on regularly increasing in virulence 
and frequency of symptoms (with the excep- 
tion of the months of September and October, 
when the " eminent Capitalists^', as well as tHe 
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** Public," were at thei Siea-rside)— until the end 
of January, which it may be hoped was the tena 
or crisis of the complaint. I am not, however, 
altogether without fears of a relapse. 

The reply to an inquiry into what may have, 
produced these schemes so suddenly and in such 
abunda,nce, and given birth to such a multitude 
of enterprises, many of them, gigantic in extent,-:- 
is always at hand. They are generated, it seems> 
by a superfluity of wealth. It is the superabun- 
dance of capital seeking every opening for emr 
ployment. Before we seek for other causes that 
may have contributed, to. produce this phenome* 
non, it may be worth while tO; inquire to what, 
degree this proposition is borne, out by facts.^ 
That it is true to a certain extent I am prepared 
to admit; but that it is a cause* in any degree 
commensurate with the effects thus ascribed to it, 
I altogether deny. 

That this nation is now, and has been for many 
years, taken as a whole, (as a community that is, 
not as a state) prosperous in a high, degree, I 
suppose no one will be found to controvert; it 
has increased in numbers, and yet has accumu-. 
lated capital *, — the aggregate income of all the, 

* In using the word capital^ I wish to he understood to employ 
it, not in the extended sense in which it is used by political 
economists, but. in the ordinary and popular acceptation of 
floating and unappropriated funds — where I mean to apply the 
term in its extended sense^.I shaU call it vested capital 



ao 

nMQbOTs 6f the cammunity has exceeded theii" 
aggregste expeoditure* 

During the war, this surplus of inoome met 
expenditure was much gmatef than it has been 
sinoe the peace, but as a portion of the national 
weakh was annually consumed by the waste 
of War, there may be a somewhat greater a:mount 
of accumulating capital cfeyoteabi^ to the objects 
of peace, pubtte works, loai^s to foreign states, 
&1C. &c. than there was during the war ; it would 
be a great error, however, to suppose that the 
taxattofi which has been remitted, or the loans 
which hme not been taken, would fttrnvsh with 
any thing like accuracy the measure of this 
greater accumulation. 

It must be remembered in the first place, that 
the jornt amount of the taxes and loans in each 
year was infinitely beyond the real waste of war ; 
had it beeit otherwise indeed, the state must, 
years since, have been bankrupt, and the issue 
ef o«r memorable struggle with the gigantic 
power of imperial France have been probably 
widely dMferent from what it was*. The real 
loss of the community consisted only in the value 
of the raw materials used in the manufacture of 
warlike stores, with the wages of the artisans 

* SuppojSHDg, for instance, that the i^v^oleof our loans and* 
ta&es had heen taken ail tribute by some foreign power, and 
that we had not enjejfed the ioar prc^y bow soon woidd in-^ 
eyitable niin.hate been the Goaseqaeoee^ 
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who prepared theoi^ the pay of aoldieirs «Ad 
sailors, and the incidental disbursements on 
foreign service ; it might, indeed, be almost re- 
duced to the first and last items, for the wages 
of artisans employed in manafa^uring warlike 
stores and the pay of soldtefs and sailors, re- 
turned into the h»ids of €»tber clasaes and beeame 
the re^producing germ of agricultural and com- 
mercial prosperity. The remainder of the sannS' 
raised was given back to FaviiNis members of th& 
eommunsity in the shape of profit^-^pvofits to^ 
kan^contractors, to contiactors for all warlike 
supplies, and for clothing of troops,— profits to 
the owners of transports, &c. &c. &c. ; all which 
were as essentially profits to those members 
of the community as if they ^had x^ontiacted 
with some foneigjQ stat«t to forrnifiifc the same 
supplies. 

To be set against what may remain of real loss 
are the enormous profijts wbi^b the war itself, by 
its pe^mliar nature, threw into our hands. It was 
the boast of France, I think, that (like Rome) 
lAewoaMmake « war support war;" by England 
the vaunt might have been more truly made. 
" War profits;' as co«ipared with the rat^ ©f re- 
turn on commercial capiital sjrnee the peaee,^ are 
aUnost ta by^-^wcird m the city. I aj^al to all 
nMMhavts^ and men of business for the correct- 
ness of this assertion ; the profits of the carrying 



32 

trade for instance (of merchant shipping, that is^ 
which, exclusive of th^ cotton manufacture, em- 
ploys perhaps the largest capital of any one branch 
of the trade of the country) were very great, — 
some millions certainly per annum for many years 
previous to the peace ; for the whole eight years 
which succeeded it up to the beginning of 1824, 
when this branch of trade began slowly to flourish 
again, I have no doubt that a general account, 
which should include the depreciation of value 
upon the< ships existing at the termination of the- 
war would absolutely leave a loss*. It would be 



* I have selected the carrying trade because there exist the 
means of approximating more nearly and more readily to 
the profit it yielded, than (so far as I know) could be found 
in any other trade. The number- of ressels belonging to the 
several ports of the United Kingdom in the years 1811, 1812f 
and 1816, were in 

Tons. 

and their register tons S,474,77S 
... 2,478,798 

£.,783,940 

I have not the account of 1813, 1814, 1815; but there was no 
doubt a gradual increase during those three years. If we take 
a mean of 2,600,000 tons for the last five years of the war, we 
shidl not over«rate the real amount. Now during those five years, 
and indeed during many preceding years, a very large amount 
of tonnage was en^ployed by government in the transport service ; 
at one time lipo ships were. so employed, aveiyiging atliQa«t 
260 tons each sI^p, or 275,000 tons. E!or the hire of tbese, ships 



1811 


Ships. 
24,106 


1812 


24,107 


1816 


25,864 
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easy to go through other trades in the same way, 
and upon these subjects I wi^h to take the credit 
of not speaking loosely, but after an investigation 
of facts, and to a certain degree from personal 
knowledge. 

government paid at the rate of twenty-ive shillings per ton per 
month for the best dass, or the regular ccqpper-bottomed tcane- 
p<Hrts; and nineteen diillings per ton per month for the second 
class, or wood-bottomed transports; but of this second dass there 
were yery few, and those, perhaps, beingof inferiorvalue, were as 
profitable to their owners at nineteen shillings as the first class at 
twenty-five shillings. Now this rate of pay, being for so large 
a supply and for so long a pmod, (it was raised from nineteen 
shillings to twenty-one shillings in 1908, and twenty-one shil- 
liogs to twenty-five shillings in 1800, on aocomit of the advance 
in the prices of all materials, and continued so to the end of the 
war,) may certainly be assumed as a fair criterion of what 
merchant-vessels could earn in other employments. Much 
higher freights were to be obtained in the merchant service, 
but then it was less steady and certain. Accordingly, at twenty- 
five shillings per ton per month, the Transport Board could 
sometimes scarcely procure any ships, and at others had a re- 
dundancy offered. Twenty-five shillings per ton per month 
are fifteen pounds per ton per annum ; of this fifteen pounds 
per annum, four pounds per ton <U least were profit — nor was this 
profit inordinate, for latterly the best class of transports «ost, 
when new and equipt for seat thirty pounds, and even more, per 
ton, upon which four pounds^are not more than thirteen pounds 
per cent. Four pounds per ton might therefore be said to be 
about the rate of profit per ton of the best dass of merchant- 
vessds, for the last six years of the war ; but as much of the 
tonnage of the kingdom was of inferior value, and yidded, of 
course, a less return, we will assume that mie-half paid at the 
rate of four pounds per ton per annum profit, and one half two 

D 
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Of me alteration in liie returns from land^ 
whether in the prdfits of the farmer or the rents 
of the landlord, there ca:n be even less doubt 
than of the fall of commercial profits^ if we aire 
disposed to receive as testimonies tlie abundant 
lamentations and complaints of both those classes 
of ag^riculturists. To do this subject j ustice, - and 
examine all the collateral questions that lurise 
from it,^ would be a work of much trouble aiid 
research, and would lead me at present into far 
too long a digression ; the result, however, would 
I am confident be^ that there has been a much 
smaller difference in the amount of disposahlis 
capital JOT surplus income, which existed before 
the peace and since, than is generally supposed. 
Before the peace, we had a very large surplus, 
but from which a great proportion was taken 

ponnds, the mean wiU be three poundfi for the whole, or ujpon 
2,600,000 tons, 7,800,000/. per annum. This estimate, though 
necessarily loosed is not perhaps very wide of the truth, 
and at all events is certainly under rather than over the true 
amount. Of the loss upon shipping since the peace, it would 
not be quite so easy to collect the materials for an estimatev 
(although it might be done,) and I must therefore be contented 
to let it rest ppon my assertion and the notoriety of the fact. 
If any of my readers should chance to have amongst their ac* 
quaintande individuals who had the felicity to have large 
capitals engjaged in shipping at the termination of the war and 
since, they may, I doubt not, obtam abundant corroboration of 
my statement on this head. 
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away. Since the peace, we have a smaller dur- 
plus, from which none has been taken away ^. 

In ord^r that I may render my meaning dis- 
tinctly intelligible upon this qaestion, which, 
although simple in its elements, is pravokingly 
elusive of definition, and is very often mixed up 
with extraneous matter and misunderstood, I 
shall trespass upon the time of the reader, by 
adding a short statement in figures, illustrative of 
the positions I have above advanced. We wiH 
suppose the following to have been the state of 
the country during a year of war, viz. : 

That the Government disbursed, in expenses in* i 

cident to a state of war, and in additioB to a I £SO,000,Ooe 
. peaoe establishment ) 

And raised, by war taxes . 10,000,000 

And, bj loan .... £0,000,000 

Together 30,000,000 

Of the 30,000,000/. disbursed, we will assume 
that 10,000,000/. was the real waste of war, the 
price that, is, of the raw materials consumed, 

r 

r • In reference to the remission of taxes, it may be observed, 
that the classes paying them have indulged in increased con»» 
forts and luxuries since the remission of a part, so that the 
portion remitted has been spent rather than accumulated. We 
have been, I think, since the peace, more of an idle, gentleman*- 
like, and expensive, and less of a money-getting community. 
Multitudes of individuals, who made fortunes during the w^, 
have retired from business, 'finding it less pfofitaUe,~have loft 
off accumulating, afid live upon their meaa 

Df 
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1^ we hayejexplained abo?e; and that 20,000,000/4 
were the profits which^ in some shape or. other, 
the war disbursements occasioned to various 
classes (almost all in reality enjoyed a portion) oC 
the cbifimunity. Now if, during the year, the 
rea/ surplus income of the community amounted (q 
1 0,000,000/. the community would, at the end of the 
year, in point of wealth, be precisely where it was 
at the commencemeikt, neither richer nor poorer^ 
the rea/ surplus of income having be^n consumed 
by the waste of war; whilst, although 20*000,000/. 
had been added to the capital of various meii^>ers 
of the community, by profits on the war disburse- 
ments, yet the whole property, of the communi;ty 
had been mortgaged to the extent of 20,000,000/. 
by the loan for which the government had con« 
tracted. If the recU surplus income of the com^ 
munity had only amounted to 5,000,000/. the 
other quantities remaining the same, the country 
would have been poorer by 5,000,000/. If, again^ 
the real surplus income amounted to 15,000,000/. 
the country would be 5,000,000/. the richer at 
the end of the year ; and in this latter «tate there 
can be no doubt that this country really stood 
during nearly the whole of the war. There may 
have been years in which the country became 
poorer, but, upon the whole, it greatly increased 
in wealth. The mode in which that increased 
wealth has been distributed, the improvement of 
the soil, the vast increase of vested capital, in ma- 
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nufaGtorieSi' stock iii trade, engines, skipping, 
docks, canids, &c., &c.; with the proportions in 
which it is divided between the immediate pro- 
prietors and the fundholders, who are mortgagees 
upon the whole, is a question whith it woiild be 
difficult, perhaps impossible, to solVe« but which, 
^t all events, we need not now stop to discuss. 
The statement in figures which I have given 
above, is, of course, wholly supposititious, and is 
hot intended to have the leiast reference to the 
real amounts ; I have given it purely in illustra- 
tion. If the position in the abstract be correct, 
the result will be equally true, whatever may be 
thd amount of the several quantities which com- 
pose it. 

There is, indeed, no other supposition upon 
which the financial situation of the country during 
the late war can be explained ; it would be ab- 
surdi for instance, as I have already mentioned, 
to suppose that the. amount of our loans and war 
taxes could have been taken as tribute by some 
foreign power, without immediate ruin ; or to 
imagine that the yearly profits of the country 
could have furnished any thing like their amount, 
if a large portion of them had not been merely 
transferred from one portion of the commiunity to 
another, instead of absolutely diminishing the 
stock of the whole community. As the case really 
stood, the constant progression of the country in 
wealth, during a war of such great expenditure. 



r 
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is suflScieDtly astonishing, and what never could 
have been supposed possible beforehand. It can 
only be accounted for from the circumstances, first, 
(and let it never be forgotten) of our freedom, 
which permitted the unlimited developement of 
the great natural advantages for trade and manu-, 
factures we possess, and begot a mutual confidence 
and good understanding between the people and 
the government ; and, secondly, of our naval m- 
feriorify *> which gave us almost a monopoly of the. 
trade of the world. 

In illustration of the financial situation of the 
country, since the peace, it is sufficient to state, 
that if, during the war, there were a recU surplus of 
15,000,000/., yet if 10,000,000/., were consumed 
by tlie waste of war, only 5,000,000/. would be 
applicable to the improvement of private property 
or of public undertakings, and that if, sinqe the 
peace, the surplus be lessened one half, viz. to 
700,000/. yet the whole is applicable. 

* This likewise should not be forgotten— there was a time 
when warning on this head would have been superfluous, but it 
does certainly seem to ha^e been overlooked in some cases of 
a rdaxation of our maritime code ; that the general increase of 
the tra^e of the country, and an increase of British merchant 
shipping may be exceedingly different things, speaking as a po- 
litical economist I belie?e it would be better for us to haye none 
of the carrying trade. I doubt not at aU, that with due encou' 
ragemeniy the countries of the north of Europe could undersall 
us ;. but there are oonsideratioBS ewsfi OMHre important than be- 
l^eomiDg rich. . . 
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To ascertain the real amount of the suiplus in- 
come of the country since the peace, would, of 
course be next to impossible, if we were disposed 
to estimate, by what hcis been done with the surplus 
income of the country, what we. have had the ca- 
pacity to do, — (no bad criterion; perhaps my own 
observation does not lead me to think that capital 
has become more abundant, within the last twelve 
months) — ^we shall not rate it very high. 

The objects which, since the cessation of loans 
to our own government, have presented themselves 
for the occupation of that floating capital which 
trade and manufactures do not suffice to absorb, 
are twofold, viz., loans to foreign governthents, 
and public works at home. The highest amount 
at which, so far as I can ascertain, the foreign 
loans contracted for since the peace can be esti- 
mated, deducting the difference between the no- 
minal amount and the price at which they wei^e 
taken, is 90,00Q.000/. ; but of this sum, although 
English houses were, I believe, concerned more 
or less as contractors in all the loans, a part only 
can be considered as a permanent investment of 
British capital. Of the stock of the different 
South American States, British subjects are pro- 
bably still the greatest holders ; but in all the 
European loans, the subjects of the different 
states have become willing purchasers aft^r they 
had been taken by English contractprs, although 
they wanted enterprise or confidence to undertake> 
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themselves the negotiation. A lavge portion, 
therefore, of the capital engaged in these loans 
has returned again to this country with a profit ; 
what portion may remain, with a view to its per- 
manent investment, it is, of course, impossible to 
say ; perhaps if we were to allow one-half to be 
a permanent investment, we should rather over 
than under rate the real proportion.'*— We shall 
then have 45,000,000/. as the amount of capital ac« 
tually devoted to this object since the peace. 

With regard to public works, I am not aware of 
any that have been undertaken of much magni- 
tude or of great expenditure, except the Regent's 
Canal, and the Gas-light Works, in various parts 
of the country and London; the aggregate capital 
of these, with the sums expended in completing 
the new bridges, does not amount to more than 
4,000,000. This sum, added to 45,000,000/« will 
give a total of 49,000,000/., or, in round num* 
bers, 50,000,000/. as the whole amount which 
we have expended during a period of eight 
years ; whilst, for the occupation of capital during 
the ensuing two or three years, we have provided 
schemes to the amount of 100,000,000/., which in 
six weeks may perhaps be, as much more, for folly 
has sown her seed broad cast, and the harvest pro- 
mises 4o be plentiful. Of course, in stating the 

* 

above amounts, I wish to be understood as only 
hazarding aconjecture upon a subject not sus- 
ceptible, in its nature, of accuracy. 
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Thete are soiii6 arguments, often advanced by 
the advocates of the inexhaustible superfluity 
oi our wealth, which may be briefly noticed, al- 
though I do not think that they have any very 
important bearing upon the question. One is, 
the price of the funds ; but this is to be readily 
accounted for without supposing a surplus of in* 
come equal even to what I am disposed to allow. 
We have ceased to add to the debt, and no acces* 
sion of stock comes into the market ; if there be, 
therefore, the smalleist gradual increase of de* 
mand, the prices must rise. It is well known how 
small an inequality between supply and demand 
will affect a market ; in our funds, therefore, a 
rise of price upon the cessatioil of loans was ine- 
vitable, the only subject of surprise is, that it did 
not sooner occur*. 

The reduction of the rate of discount by the 
Bank^ and the abundance of money in the city, it 
is urged, of themselves suffice to prove a vast su- 
perfluity of capital ; they prove fair more decidedly, 
I am inclined to suspect, a lowered rate of com- 
mercial profits, and the difiiculty experienced by 

* That it did not is, perhaps, to be attributed partly to the 
foolish and wicked suggestions of breaking faith with the pub- 
lic creditor, which were made (and heard too with applause) in 
that place where, of all others, such thoughts should least have 
found utterance. The decided and manly language of ministers, 
and indeed of many eminent persons on both sides, upon such 
occasions, will be long remembered to their honour. 
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the Bank in eonsequence of tbe sti^nation. of 
trade, in getting their notes into circulation^ 
Whether, however, this be so or not, the abun- 
dance of money, as it is called, has absolutely 
nothing on earth to do with . the question we are 
discussing. Abundance of money in the city 
means nothing but a facility of credit. Now it 
cannot be too clearly stated, or too often repeated, 
that credit is not wealth; it may assist in acquiring 
wealth, by giving activity to trade, but a nation ia 
no more enriched b]^ a facility of credit, than I 
am a richer man by my tailor's giving me credit 
for a suit of clothes. The Bank, by discounting 
at four per cent,, lending money on mortgage 
and on deposits of stock, may have increased the 
issue of their notes, and thus tended to create 
this abundance of money, as it is called, but they 
have not added one jot to the national wealth; 
they may perhaps have assisted unintentionally 
the speculations in stocks and shares of some of 
the *^ eminent capitaKsts * .'* 

* Haying alluded to the Bank, I cannot refrain from affording 
the mite of my approbation to the conduct of the directors of 
that establishment. So far as the public has the means of judg- 
ing, they appear to me to hare acted (considering the facilities 
of gain which the Bank enjoyed for many years) with an unex- 
ampled disinterestedness and regard to the public welfare. 
Whether they have in all cases acted jndiciously, is another 
question ; in almost all, in my humble opinion^ they have. Their 
misdeeds haye been thrust upon them by Goyernment, or rather 
by circumstances ; but if we would rightly estimate the yalue of 
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The oniy nal funds devotable to the objects 
which most of these associations conteniplate, 
must be derived from the clear surplus of the in- 
come of the community over its expenditure. 

It should, however, be borne in mind, that 
a portion of the last years have been a period of 
g^eat inactivity, both in agriculture ' and trade: 
they are beginning now« it is evident, to revive ; 
and it may be doubted, whether the first effect 
of their increased activity^ (for its ultimate effect 
will be an addition to th^ national wealth) will 
not be to diminish the amount of that surplus 
eapital, fairly devotable to such objects. 

The discussion of the question, of how far the 
present abundance of schemes for Joint Stock 
Companies may be attributed to an unexampled 
redundancy of national weidth, has extended to a 
greater length than I had anticipated, — but it may 
not be perhaps without its value. 

The cause, however, to which I am disposed to 



the Bank to the nation, during the late war, we have only to look 
to the paper currency of those countries where no such control 
intervened * between the government and the issue of paper* 
money — to the assignats of France and the paper rubles of 
Russia. With regard to the conduct of the directors indivi- 
dually, it should be stated, to their honour, that (in order to 
avoid even the suspicion of their availing themselves of their 
situation to speculate) it is a rule of the court that no director 
dMNdd hold more than his qualification. It would be well if 
such conduct had been im^ated in the new. associations. 
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attribute this almndant add musbroom growth 
df Joint Stock Companies^ is^ Id my opinion, so 
peifectly adequate- to the effects we are witdess- 
ingi that it was, perhaps, superfluous to discuss 
the claims of any other ; for whatever may be the 
real amount of the surplus wealth of the country, 
no amount at which it could be rationally fixed, 
would hare had any material influence upon the 
operation of this active and influential principle. 

This cause, in my apprehension, is neither 
recondite or remote; it is to be found in the 
enormous' gams which these schemes afford the means 
of amassing to their projectors and promoters. An 
increasing disposition amongst men of business, 
to participate in the operations of the Stock- 
Exchange, has been evident for some time 
past; for the last two or three years^ this love 
of stodk-jobbing has begun to pervade classes 
of society hitherto exempt from its influence ; 
within these few months it seems to have gained 
its acme. Several reasons may be assigned for the 
growth of this prevailing inclination : the opera- 
tions of the traffickers in the funds have, in the 
mmn, been successful ever since the peace ; 
indeed, they are perhaps the only men of business 
in London of whom this can be truly said. The 
funds, both of this and of other countries, have 
greatly risen ; it has been flowing water, and some 
individaails amongst them have realized colossal 
fortune ; and whilst the absence of those topics 
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of spirit-stirring interest which public events for- 
merly aSbrdedf having left the daily press more 
at leisure to direct its attention to such subjects, 
has tended to foster this inclination in the public 
at large, the diminished profits of trade have yet 
more forcibly turned to such pursuits the attention 
of mercantile men« Foreign loans were the first 
objects of this spirit of speculation ; its direction 
towards the enterprises which are the objects of 
our present inquiry is comparatively recent, but 
it seems, in pursuit of them, to have acquired 
tenfold animation. 

The rapidity of this increase affords the 
clearest indication of the source from which it 
proceeds : it has all the characteristics of being 
the effect of an unusual excitation of the public 
mind; ihete exists in fact, very generally, a va^e^ 
indefinite, and feverish expectation of magnifi- 
cent results to be produced by the advance of 
science, and the acuteness of modem research ; 
we we thought to be on the eve of an era of 
sij^h unexampled improvement in t^de, science, 
and lGnaiice> that all the conveniences we at pre- 
sent possess ^eem stale, flat, and unprofitable in 
comparison; we gaze, at the bright vista, which 
we fondly believe is opening before our eyes, of 
intenpimible prosperity, and unimagined great- 
ness, until we grow giddy with its brilliance ; and 
even the highest and wisest amongst us seem not 
wholly exempt from intoxication, in contemplat* 
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ing its visionary glories*. Certain it is, that th^ 
eagerness which is manifested by the public, to 
embark in whatever enterprise the ingenuity of 
projectors may propose, amounts at this moment 
to absolute infatuation ; to infatuation, at least, in 
that larger portion of the public, who can only 
become subscribers to these schemes, when they 
bear a premium, — that smaller portion, which has 
an earlier acquaintance with them, may be con^ 
sidered, I think, as perfectly free from the impu- 
tation of simplicity. 

The origin of these schemes is commonly 
somewhat after this fashion: — the projector or 
projectors, having either possessed themselves of 
some privilege, obtained from a foreign govern* 
ment to mine the soil, fish the seas, or light the 
towns with gas, &c., &c., or having only surmised 
that they mighty could, would, or should obtain such 
privilege, or having devised some plausible pro« 
ject of public works to be executed in our own, 
forthwith associate to themselves twelvfe or 
twenty-four directors, of course selecting the 
most respectable or best known individuals 
whom they can persuade to undertake the office, 
and they are not without the power of offering 
inducements the most persuasive. To each of 
these directors a certain number of shares in the 

I 

* See the speech of a distinguished statesman and elcfqaent 
orator, upon a recent occasion at Bristol. 
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taew enterprise is allotted, (I believe tw6 hundred 
are considered liberal and business-like,) at prime 
cost, at nothing, that is, at par ; the remainder is 
offered to the discerning public, at a premium 
varying as the degree of hiaiat at which the ther- 
mometer of public exc^itation may stand at the 
moment, or as the moderation of the authors 
themselves of the lists may dictate. . 

Some have been disposed of at a pretnium of five, 
some of ten per cent., which last price tntiy, per- 
haps, afford to the projectors something like a 
remuneration for their expense of thought, and 

< 

their zeal and anxiety for the public good ;' others 
again have been thrown away at the paltry price 
of three per cent. ; but all, I believe, or with very 
few exceptions, have been sold at a premium. T 
do tibt mean to assert, that in all the schemes it 
may have been part of the original plan to admit 
the public at a premium, upon the very opening 
of the lists of subscription ; in some, it undoubt- 
edly has been, as the very circular to the sub- 
scribers, that required payment of the first instal- 
ment, also demanded the premium ; but it is 
dear that it is perfectly immaterial, whetiber the 
premium to the projectors be made a stipulation 
with the subscribers, and the lists be then thrown 
open, or whether the market be gradually supplied 
with as many shares as can be advantageously 
disposed of; this latter mode is, perhaps, the 
more profitable. 
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In one or other of these modes, either the 
originators of the undertaking requiring a fixed / 
premium from those whom they admitted as sub- 
scribers, or reserving themselves the bulk of tbe 
shares to be gradually disposed of as the market 
might encourage the sale, has by far the larger 
part of these associations been formed. It was 
not to be expected, indeed, that when, from the 
state of the public mind, it was almost certain 
that the shares of any undertaking, at all plau- 
sible in its nature, would bear a high premium 
immediately. upon their coming out, that persons 
having the means or opportunity from any 
peculiar circumstances of setting such projects on 
foot, should give away to others enormous profits, 
which they had completely the power to retain 
themselves. It was only accordingly amongi^ 
the earliest schemes, that subscribers were ad* 
mitted freely and gratuitously ; latterly, I believe, 
that the shares of any undertaking likely to bear 
a premium have been but sparingly bestowed, 
except on such persons as the interests of the 
undertaking rendered it necessary tq conciliate. 

"^he probability of salary, the certmnty of pa- 
tronage, as inducements to accept the office of 
director, are perhaps hardly worth alluding to, as 
they must have been almost wholly overlooked 
in the contemplation of the more imm^diitfe and 
substantial advantage to be derived from the sale 
of their shares. 
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The varioua officers and functionaries of the 
new company, the bankers who are to receive 
the deposits, the solicitors who are to manage the 
law proceedings, the engineers who are to direct 
the formation of the work^, the managing director 
and secretary who are to receive large salaries, 
the contractors who are to supply the iron or 
other materials — these, and more than I can aflbrd 
space to enumerate, have evidently sufficient 
inducement, in. the peculiar expectation of profits 
which the prosecution of the .undertaking may 
afford to them in their several offices and voca- 
tions, to wish well to the enterprise, and affix 
their names to the prospectus ; it is, however, I 
believe, considered the handsome mode of pro*- 
ceediQg to allot to each of these gentlemen a 
certain number of shares, in the proportion of 
their respective dignity and importance. 

Thus engendered, thus patronised, thus re* 
commended, the project is introduced to the pub- 
lic in a prospectus, where its advantages are de- 
scribed, the opposition it is likely to ra^et with 
treated lightly, and its profits calculated. These 
commionly are on the most magnificent scale;, but 
then^ in a spirit of moderation never sufficiently 
to be praised, some twenty or thirty per cent, are 
thrown off for contingencies, and ten or fifteen 
percent, (as the case may be) left for the steady 
and permanent remuneration of the subscribers. 

These prospectuses are conceived so nearly in the 

E 



dO 

'game spirit^ and haiiie so. strong a family like- 
ness* that any one might serve as a specimen of 
ihe whole, the only difference being, I think, 
that those which relate to pursuits to be under- 
taken in foreign parte, treat principally of the 
advantages to be derived by the adventurers, 
whilst those which are intended for home con- 
sumption, and relate to domestic objects, have 
a large infusion of public spirit and regard for 
the public good^ 

I have felt a strong temptation to select some 
one or two df these prospectuses and reprint 
them, with all their array of presidents, directors, 
functionaries, &c. &c., as the best illustration of 
this short account .of their common origin ; but I 
forbear to do so for several reasons. Writing 
anonymously myself, I do not feel that I have 
a right to bring before the public the names of 
others. When I accuse, I trust I shall have man- 
liness enough to affix my name to the accusation : 
the system is monstrous, and calls aloud, in my 
opinion, for legislative interference ; but it is to 
the system I am hostile, not to the individuals* 
It would not be difficult to select individuals 
whom I might elevate, for general edification, 
upon no very enviable pedestal, and who, by 
their frequent appearance before the public, have 
perhaps rendered their names fairly public pro* 
perty ; but I should feel the task to be invidious, 
and I think the attack would be unfair. They 
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are justified by usage in wKat they have ddne, 
and there are few men who would decline prdfit, 
patronage, notoriety, and consequence, under 
similar temptation to accept them. Of some of 
the individuals concerned in these undertak- 
ings, I know enough personally to believe them 
incapable of doing, under any temptation, what 
they believe to be wrong; of oihers, (of all, for 
aught I know to the contrary,) the general voice 
speaks unequivocally as of men of unsullied 
reputation; but to such men, I should say, that 
they are acting^ most inadvertently. — Can they be 
ignof&iit that their recomimendation is an induce- 
ment to the public to subscribe? — ^That their 
names give a sanction to any project to which 
they 'are affixed ; and that they are looked upon, 
to a certain degree, as guarantees of its suc- 
cess ? — Can they> after dweWfng upon this re- 
flection for a moment, be satisfied thut the pro- 
posed undertaking is of such brilliilnt promise as 
to justify its profits being sold by anticipation 
(before a spade is put into the ground, or one 
step is taken towards its completion) for fifty or 
an hundred thousand pounds ? for to the extent 
of such an assertion must they, by implication at 
least, fairly, I think, be considered to go, in 
affixing their names to the prospectus of any 
scheme, of which the projectors themselves sell 
the shares at a premium to the public. 

With regard to many of these gentlemen, hoW- 
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ever, it is impossible^ that with only the usual al- 
lotment of human faculties, they should have been 
able to afiford any very attentive investigation to all 
the projects whereof they are directors. No one 
can have cast even a cursory glance over the 
advertisements of this nature with which the 
papers have for some months abounded, and not 
have observed how frequently the names of the 
same persons occur*. 

Now many of these individuals have public 
duties to perform, and others are engaged in 
very extensive mercantile concerns, and can 
hardly, therefore, be supposed to have leisure 
minutely to examine so many schemes, whereof 
each, probably, would require no little patient 
attention of a clear head to understand all its 
details, and scrutinize well the various allega- 
tions upon which laust rest the probability of its 
success. Yet, upon such a guarantee as names 
thus lightly given can afford, it is expected that 
the public will adventure millions, and strange to 
say, the expectation is justified by the result; 
list after list is filled and overflowing, and fresh 

* A Ust of persons who are directors of more than three 
companies, has, I observe, been published in a Sunday-paper 
(John Bull) ; I beg to refer to that list anj of my readers who 
may wish for a corroboration of the observation in the text. 
Notes, explanatory and analytical, might have been added to 
that list, that would have rendered it both instructive and enters 
iaining. 
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Subscribers are ready, ere the ingenuity of pro- 
jectors can provide food for their insatiable avi- 
dity. 

Assuredly, of all the processes that have ever 
been devised for filling the pockets of the wise, 
this getting up of joint-stock companies is the 
most to be admired ; it requires no capital, and 
but a moderate share of ingenuity ; it incurs no 
risk, and looks not to distant or problematical re- 
turns. Gentlemen who have sold some thousand 
shares at a premium of five or ten per cent., may 
retain their fifty or one hundred each for decency's 
sake, and contemplate with a truly calm and phi- 
losophic indifference the fate of the wildest en- 
terprise. 

I have said above, that in all the prospectuses 
of home enterprises, credit is largely taken for the 
public spirit of the projectors ; their concern for 
the public good recurs in many a well-turned 
paragraph. 

If a rail-road is to be undertaken, they are 
moved thereto mainly by the " facilities which 
the cheap and rapid transmission of goods will 
afford to the internal commerce of the country," 
If a dock is to be excavated, the adventurers have 
it in view "to carry into full efffect the enlightened 
policy of the legislature ;" whilst their opponents 
are described as covetous persons, caring more 
for their own profit than the public good ; and 
they complain that the execution of their great 
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intentions is enyiQUsly retarded by the oppo- 
sition of " private interests.*' — Private interests^ 
indeed, and from what else do they expect opp<;h 
sition ? — ^From what else do their pwn enterprises 
spring ? — Have they really persuaded themselves 
that it is the pure love of their country that 
prompts their industry ; or, having so persuaded 
them selves, do they expect the world will be of the 
same opinion ? — The world will prpnounce, and 
pronounce rightly, that it is from some view of 
profit or power, immediate or remote, that their 
zeal arises. — Do I blame their motives? on ithe 
contrary (inasmuch as an expectation of profit 
from the enterprise itself may form part of thosie 
motives), they are praiseworthy, and precisely 
what ought to actuate the promoters of such un- 
dertakings. I would only wish to banish from a^ 
discussions, — as to whether the legislature can 
permit an association of individuals to undertake 
such and such a public work for their own emo- 
lument, with advantage to the public (for that is 
the real qu^tion) any thipg like cant. 

A dock or rail-road un4prtaken upon motives of 
public spirit would be the sillipst pf all imagi- 
nable projects ; no axiom can be less doubtful, 
than that sucl^ woirks can only be undertaken 
with advantage to the public, when they prqmisQ 
to yield a profit tq the individual adventurers; 
and then alone can a maq be sure that be is; 
adding aught of stability to the sublime fabric of. 
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national greatness, when by honest arts he i» 
rearing the edifice of his private fortunes. 

To a consideration of the causes which have 
generated these innumerable projects, reflections 
upon what ra^y be their consequences naturally 
succeed ; and first, amidst the obvious results of 
the formation of so many joint-stock companies, 
may be noticed the spirit of gambling and specu*- 
lation to which the jobbing incessantly going on 
in the shares gives rise in all classes of society — a 
spirit altogether foreign to those habits of patient 
and well-directed industry which can alone really 
advance individual or national prosperity. The 
merchant and manufacturer add to the general 
stock of the community every pound their ope- 
mtions gain ; the speculator in shares can only 
gain by another's loss. 

It may seem^ perhaps, that this evil is of too sub- 
tle and evahescent a hature to be successfully' 
grappled with by the strong arm of the law ; pru* 
dence and industry cannot be inculcated by sta- 
tute, nor can men be compelled by act of parlia- 
ment to follow their lawful avocations ; and yet, 
in a countiby which has abolished (to our honour be 
it spoken) lotteries, and pretends, at least, to put 
down gambling-houses, it might be no unworthy 
object of legislative interference, to check this, 
infinitely more extensive and more pernicious 
gambling. 

Leaving apart, however, for the present, the- 
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consideration of these obvious results from the 
inordinate increase of Joint Stocic Companies, it 
may be well to advert to some other conse- 
quences of no mean importance^ that we shall 
find to proceed inevitably from the present mode 
of constituting these associations. First, amongst 
such consequences, may be noticed, the inordi* 
nate pdwer that it throws into the hands of a few 
individuals. Recent events have proved, beyond 
the possibility of doubt, that it is in the power of 
two or three of these " eminent capitalists," by 
encouraging an undertaking which trenches upon 
the pursuits of some joint-stock company already 
in existence, to depress the stock of that com- 
pany to an indefinite and great extent. New 
docks are proposed, rail-roads are to be under*, 
taken, or pew water-works are announced, and. 
the stock of the docks, canals,' and water-works 
already in existence falls twenty or thirty per 
cent. * ; and when it is considered that in such 
undertakings above thirty millions are invested,, 
this fluctuation alone must be considered as no^ 

* The stock of existing canals, docks, and water* works 
amoi^nts to about thirty-two millions, calculated at the prices 
of last summer, before their value had been affected by the 
threatened opposition of the new companies. Their value so 
calculated is, I am aware, very different from the cost of their 
construction — in some instances it is less, in the majority much ' 
greater ; but it was clearly the value I was entitled to assume, 
when alluding to the extent of the property subject to such fluc- 
tuations. 
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very trifling evil. It is clear that no timits can be 
assigned to the proJSts which might thus be made, 
at the expense of the frightened holders of these 
funds, if we can suppose schemes to be got up 
with a view to a speculation in the stock of exist- 
ing companies — and whether they be got up 
merely with such a view or not, is much the same 
in the end to those who suffejr by them. 

Great fluctuations in the value of property are 
at all times to be deprecated/ for the inconve-* 
niences they occasion and the sufle rings they in- 
flict; nor can any object be named more worthy 
the attention of a wise and paternal government 
than, inasmuch as can be accomplished by legis- 
lative regulations, to mitigate the effects of those 
fluctuations in value with which the inevitable 
changes of events affect more or less every species 
of property. In this case, the evil is riot remediless,' 
as it does not arise from uncontrollable causes: it is 
entirely in the power of the legislature to protect 
those who would suffer without its protection, a 
power which I apprehend it will not be the less 
disposed to exercise in this instance: that it will 
limit the influence of the great stock-jobbers, for 
whom, as a class of the community perfectly 
competent to protect themselves, there is perhaps 
no necessity that government should feel parti- 
cularly sensitive. I cannot indeed conceive a 
more offensive and injurious exercise of the vast 
powers of capital, than would arise from its being 
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periiiUted to war iajdismmkmtely agaiBst capital 
already vested^ and thus spread anxiety and 
alarm through thousands and hundreds t>f thou- 
sands of persons, who, far aloof from the turmoil 
of the Stock Exchange, and ignorant of its secrets, 
would yet feel that they were the sport of its 
operations, and could only hold their property 
securely; by pftrticipating in its mysteries. A 
large proportion, too, of the persons whose vital 
interests are thus made the sport of speculation ^ 
belongs to a class which may fairly be considered 
as entitled to somewhat more than the general 
protection afforded to all classes by goyernment. 
The stock of these companies has become the 
property of persons retired from active life, of 
individuals of moderate fortune, of annuitants, of 
widows, or has been invested in the names of 
trustees for the benefit of minors. Suph proprie- 
tors are grievously overmatched by the opponents 
with whom, in any struggle for their rights, they 
will probably have to contend. Dispersed over 
the kingdom, unknown to each other, without the 
facilities of uniting for a common object, or the 
habits of energy and consequent influence that, 
attend active life, they are opposed to wealthy 
merchants,, bankers, and members of parliament, 
who, assembled at boards, or divided into com- 
mittees, arrange their evidence^ canvass their 
friends, and marshal all their forces for a parlia- 
mentary conflict, secure of profit and putronage 



if ttieir sdieiae do but psoceed^ .and careless of 
its ultiittate auecessi, as they will inoitf no loss by 
its failure. It may be stated, as a general pro- 
position, that government should in all cases, 
where the two classes of society above alluded 
to (and which might shortly he distinguished as. 
the active and passive classes, passive in more, 
senses than one) come into collision, entertain 
a disposition prund faek to shew favour to the 
passive class, iii the certainty that the interests 
of their opponents will be more vigilantly pro- 
tected. 

It is also, perhaps, mAtter for consideration, 
whether it be wise, by taking away from all pro- 
perty ihfi character of stability (the certain effect 
of the legislature lightly and frequently inter- 
fering with vel^ted capital) to take away from the 
industrious classes of society one of the greatest 
incentives to exertion ; and by depriving the 
artist, the merchant, or the professional man, in 
any degree of the certainty of being able to leave 
to his family a secure provision, to weake^ inso- 
much a hope of all others the most potent, at once 
to incite and solace his labours. 

It is at least matter for consideration, whethev 
such a combination of eircumstanp^s of siti^ion 
of the laws, as leaves in the hands of any dozen 
or score of individuals (however wealthy or im- 
portant they may be upon Change) the power to 
injure the property and disturb the repose of 
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thousands, without incurring themselves the 
^lightest risk or responsibility, be a beneficial or 
an unavoidable state of society. 
. It is clear, that the whole power of such persons 
to cause the fluctuations, and inflict the injury al- 
luded to, arises from the prevalent supposition, that 
parliament will lend its assistance to carry into ef- 
fect all and singular the many schemes which pro- 
fess to be for the public good. An opinion seems 
to be at this moment very generally entertained, 
(stoutly asserted, for very sufficient reasons, by 
one part of the public, and admitted without 
much examination by another) grounded upon a 
misconception, as I believe, of one of. the ele- 
mentary principles of political economy, — ^that 
the legislature ought to give its sanction to every 
project for the investment of capit&l, for else it 
will '^ limit competUion.'* This proposition, like 
most general rules, is subject to many and im- 
portant exceptions; but it is more satisfactory 
and less laborious to dispose of any question by 
a sweeping observation, than to follow it through 
all its details, and ascertain with care the modifi- 
cations to which any great p>rinciple of political 
science must be submitted, before it can be ad- 
vantageously applied or safely reduced to pra<5^ 
tice. It is to be expected,' I trust, that the legis- 
lature will view this question somewhat less 
superficially ; but there is certainly a very preva- 
lent impression, that parliament is likely to be 
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liberal in granting encouragemient to the many 
adventurers who propose applying for its sanction. 
To encourage competition carries with it a sound 
of potent influence ; it is the creed of the day 
(a true one no doubt generally ,) and all those 
who oppose a project, of whatever nature, must be 
contented to incur the reproach of being preju- 
diced or interested, and of arresting the march of 
improvement. We shall presently see whether 
some of these same Joint Stock Companies do not 
furnish one of the strongest cases for a limitation 
of the principle of competition. 

The protection of the subscribers themselves 
to these schemes, although not perhaps so legi- 
timately an object for the interference of the 
legislature, inasmuch as they may be considered 
to have voluntarily placed themselves in the pre- 
dicament, should yet, 1 think, not be overlooked, 
when it is considered upon what class the heavy 
losses ultimately to be encountered in many cases 
will most probably fall. It will fall, not upon 
the projectors, the directors, or the knot of well- 
informed gentlemen to whom the enterprise owed 
its birth, but upon persons resident in the coun- 
try, perhaps, or unacquainted with business, who, 
seduced by the brilliant promises of the prospec- 
tus, and encouraged by the array of respectable 
names at the head of it, purchase shares, perhaps 
at a high premium, with the view of investment 
merely ; and who having no second object, have 
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been called by the name (hai^pily descfripiive of 
the fiinetions they ftilfil) of " simple^ proprie- 
tors*." These are the persons who miist bear 
the brunt, if the enterprise should prove unpro- 
ductive (as nine-tenths of the first and large sub- 
scribers seize the first good opportunity of getting 
out at a premium,) ami over these, I think, a wise 
policy would suggest that government should 
extend the shield of its protection. 

It is commonly advanced as a reason why go« 
vernment should be disposed in the first instance 
to countenance all projects for public works to be 
undertaken at home, that whether they pay to the 
adventurers or not, the construction of them does 
a great deal of good, employs labourers^ promotea 
trades &c. &c.f 

* The county of Cornwall has the credit, I believe, of thia 
rpmarkably happy appellation. In' getting up the partnership 
of a mine in that country, it has long been the practice after a 
cef tadn number of shares have been taken by the owner of the 
soil, the captain of the mine, the merchants who are to supply 
the cMds, the candles, the timber, &c., &^., &c., to send up a 
prospectus to London, sparkling with the brightness of the ores 
to be produced^ to acquke the reqiusite number of ^' simple pro* 
prietorsJ* It is only necessary to look over the prospectuses of 
our modem schemes, and see how they abound with bankers, 
ironmasters, lawyers, and the relatives of such persons, &c,. &c., 
tt> be Satisfied how dose an analogy the metropolitan bears 
to the Cornish practice in these matters. 

t I beg my readers to believe that I am no sciamachist ; I 
do not fight with shadows, or turn windmills into giants, for 
the pleasure of slaving them. I have not quoted one argument 
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I look upon this proposition to be completely 
false, and if the consequences that follow upon 
its adoption be considered, to be dangerous in no 
trifling degree. 

The only employment of capital beneficial to 
a country, is that which yields a net surplus of 
profit, to form a fund for the re-employment of 
the labour it has once set in motion. Capital 
employed upon a work which yields no return, 
or a return disproportionately small to the general 
rate of profits, causes a great and positive injury, 
as it has created a large demand for labour which 
must suddenly cease ; and if this remark be true 
at all times, it is more peculiarly applicable at 
present, when there is no pretence of a want of 
employment for the labouring classes. 

It is an axiom admitted by all writers upon 
political economy, that the happy and prosperous 
state of a nation is the progressive state ; or that 
state in which each outlay of capital is returned 
with sufficient increase to form an accumulating 
fund for the enlarged employment of labour : we 
are perhaps rapidly advancing to the termination 
of that state ; but it is clear, that we anticipate 
the sufferings of which that termination may be 
the commencement, by encouraging undertakings 
that create a great temporary demand for labour, 

of the advocates of Joint Stock Companies, that I have not 
either seen over and over again in prospectuses, or heard urged 
with much emphasis, by persons whose situation and inflaence 
give a certain kind of importanee to their opinions. 
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yet do not contain within themselves the germ of 
a future demand. Herein is, I think, to be found 
the great and alarming danger, in a national point 
of view, of these Joint Stock Companies for un- 
dertaking public works ; no individuals will em- 
ploy labour but upon some object that will yield 
the ordinary, rate of profit. Joint Stock Com- 
panies plunge on, with an absolute recklessness 
of consequences. The fear of injuring his for- 
tune, the whole of which may be involved by an 
indiscreet engagement, causes the merchant, the 
manufacturer, or the agriculturist, to exercise a 
caution, before he orders an additional bale of 
goods to be imported, a new engine to be raised, 
or a fresh spade to be put into the ground, most 
salutary for the public weal ; but where, I would 
ask, in the whole constitution of these Joint Stock 
Companies, is such motive for caution to be 
found ? I speak fearlessly, and without risk of con- 
tradiction, when I say that in all these schemes, 
with which the town is inundated, there is scarcely 
to be found a man amongst their promoters, who 
cares a straw for their ultimate success, or who 
has not some object to serve independent of it ; 
and it is from this total want of responsibility of 
all the originators of these schemes, that the va- 
rious inconveniences to be ascribed to them ap- 
pear to me mainly to arise. 

Better by far would it be, in my opinion, that 
we should throw our accumulating riches into the 
sea, than employ them in creating an unnatural 
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and improvident demitnd for labour ; thus adding 
a fresh stimulus to a population already too ra- 
pidly increasing, and anticipating the date of a 
state of national suffering, for which human wis- 
dom has yet found no remedy. 

For this reason, I am inclined to think, in op- 
position to the opinion commonly entertained 
upon this subject, that the employment of capital 
in foreign countries should by no means be dis- 
couraged, and that no one inducement should be 
held out to its employment in preference at 
home ; it will be certain from a variety of causes, 
too obvious to be here enumerated, not to flow 
thither but upon the prospect of a larger return, 
and in that case it is for the public good that it 
should flow thither unobstructed *. 

In the* first place, its employment will not have 
created at home an immediate demand for labour, 
whilst its more rapid accumulation is augmenting 
the means of a future demand, and that accumu- 
lation is sure, as above stated, to be preferably 
employed at home, whenever an opportunity may 
arise. 

* Since these pages have beien written (not indeed until they 
were committed to the press), a friend has put into my hands 
the valuable work of Mr. Cohen on finance. In the Introduction 
to that work, I find several obseryations of import similar to the 
above passage in the text, and to some others in the foregoing 
pages. I have thought it due to myself to make this remark, 
although the different mode in which the similar opinions are 
developed by Mr. Cohen and myself might have sufficed to res- 
cue me from the charge of plagiarism. f 
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Again, capitel empibyed in^ countries where 
the rate of pmfits is kigher than bei^e» hy increase 
ing the wealth of those cauntries, and advancing 
them ia the scdtle of ciyiUsation^ wiU create a 
wider demand for the articles of comfort or lux- 
ury which we eau supply ; a demand genuine and 
valuable from the probability of its pef msmence. 

la this manner it is that we have even a self- 
iah interest in the improvement, the happitiess, 
audi the prosperity of all the nations of the eardi ; 
their advantages are ours : and every fresh acces- 
sion to their growing powers, invigorates with 
new life our matarer greatness, and renders more 
remote the period of our decline* 

I/a another point of view, the investment of ca- 
pital in foreign C(^untries may be said to be sitni- 
lar in efiecib to the iiesidence in the metropolis of 
a great empire of the c^sentee-proprietors of the 
provinces; the revenues they draw from their 
estates are an u«:ceasi»g source of prosperity to 
the city in which they reside ; and, what London 
is to England, or Paris to France, England will 
by its wealth become to the world. We shall 
become the mortgagees, the virtual proprietors, 
ojf the finest countries of the globe. We shall 
have acquired the revenue of colonies without 
the burden of defending them ; and rendered 
nations tributary to us by conferring on, them 
substantial benefits, which our arms could never 
have reduced to subjection, 
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The foregoing observations upon the conse- 
quences that may be expected to result from the 
existing mania for Joint Stock Companies* al- 
though more particularly addressed to the effects 
of a certain class of these schemes, are yet, in 
some respects, applicable to all. It remains to be 
attempted by a more detailed investigation, to as- 
certain their respective valuable or noxious pro- 
perties, and to establish some general principles 
of selection which may indicate the degree of 
encouragement which, according to the nature of 
their objects, it is expedient to aflford to such 
associations. 

It will be necessary for this purpose to divide 
the various schemes into classes. 

T*he first distinction which a general view of 
the subject suggests, is a division of the several 
associations into those for foreign and those for 
domestic objects. 

Upon the first of these classes it may not be 
necessary to say much, in addition to what has 
been above remarked, of their nature and con- 
sequences. I consider the reasons which have 
been advanced to prove the expediency of en- 
couraging the employment of capital in foreign 
countries, to be of great cogency ; nor is such in- 
vestment open to one of the objections of pro- 
ducing either public or private injury, which will, 
more or less, be found to apply to almost all 
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schemes for its employment at home. The ad- 
vantages to be anticipated to the adventurers 
themselves . in such projects need not be taken 
into the account, as they will injure only them- 
selves by t^eir failure ; further than that the 
creation of Joint Stock Companies for such ob- 
jects should be subjected to the same regulations 
which I; conceive to be necessary for all such as- 
sociations, and which I purpose, before I con- 
clude, to suggest. The practices, indeed, which 
call so Igudly for legislative interference, have 
existed to as; great, perhaps a greater, extent in 
these than in pther associations ; but such prac- 
tices do not affect the question of their expedi- 
ency in a general point of view; and, with this 
limitation to our approval, we may, therefore, 
dismiss them for the present from our consider- 
ation. 

In reviewing the far more complicated question 
of the relative merits of enterprises to be under- 
taken at home, we must, to obtain a clearer view, 
again divide these schemes into classes. 

They may, I think, be all classed, with sufficient 
distinction of their several tendencies, first, un- . 
der the two he^ds of ; 

Associations for the employment of reclamable 
capital, or capital devoted, under the guidance of' 
a Joint Stock Company, to specific objects ; iiut 
which still exists in. the shape of floating capital, 
and may, therefore, be restored to the subscri- 
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bers ; such as the stock of insurance companies, 
banking companies, &c. &c., and, 

Associations for the employment of irreclaim- 
able capital, or capital invested in the formation 
of certain works, (professing to be for the public 
advantage,) such as canals, rail-roads, docks, 
water-works, &c. &c. 

This last class, again, is susceptible of being 
subdivided with advantage, as we shall see^ per- 
haps5 more conveniently, in considering that por- 
tion of the subject. 

Associations belonging to the first class, for 
the employment of reclaimable capital, that is, 
are free from many of the objections which may 
be urged to the latter class, with reference both 
to the public and to individuals ; they do not, iii 
the first place, apply at their outset, or by their 
very nature, a direct stimulus to labour; and their 
operation upon society may by possibility be so 
far beneficial (I allude now more particularly to 
bank and loan companies,) that they distribute 
capital among the industrious classes ; this, even- 
tually, no doubt, prompts the employment of la- 
bour ; but with this very material difierence in 
favour of these companies in comparison with the 
others, that between the company and the em- 
ployment of labour is interposed the great and 
salutary safe-guard of private responsibility. In 
the second place, they can in no case occasion a 
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final destruction of property by conopetition, as 
their capital being always in their power» if too 
many competitors engage in the same pursuit^ 
any one company may retire uninjured from the 
contest, and at once restore by its dissolution the 
equilibrium which it had destroyed by its for- 
mation. 

With regard to banking business, indeed, I am 
inclined to think that scarcely any objection 
exists to its being carried on by Joint Stock Com- 
panies ; and, as I believe that in almost all cases 
such undertakings would, in parts of the country 
remote from London, yield a fair profit, I should 
^ feel surprise that so few schemes of this nature 
had appeared at this moment, were it not evident, 
that jobbing in shares, not permanent investment, 
is the object of projectors; and, that a species of 
insanity had possessed the public mind, which 
leads persons to countenance enterprises in exapt 
proportion to their wildness and extravagance*. 
Insurance Companies are, perhaps, equally de- 
fensible ; a long experience has proved the ad- 

* The admirable pamphlet of Mr. Joplin on banking, eon- 
tains almost the only sound and rational arguments which 
have been offered to the public by the advocates of any of the 
thousand and one schemes of the day — if many had b^n so 
advocated, or had been capable of such defence, my repose 
would not have been disturbed by the strong feeling of the 
necessity of interference which has urged me to the present 
publication. 
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vantage of their Instrumentality in insuranoefi 
againsi fires and on lives. 

With regard to maritie insurances, some gineater 
doubts may possibly exist. Plausible objections 
to companies for this purpose have been urged ; 
but, I think, specious rather than sounds. It has 
been said that they never can, from the endless 
variety in the nature and cireumsti(nces of sea* 
risks requiring a eorrespondingvariety and prompts 
ness of information, effedt suoh insurances at ils 
low a rate ad individuals, with any profit to them- 
selves ; and that they would have the tendency, 
therefore, gradually to drive foreign insurance 
business from our shores : but the same answer 
may be given to these objections which is valid 
in all cases of comptoies With reelaimable capitals f 
and where it is not necessary to discuss before* 
hand the questioh of their necessity, viz,. If not 
wanted, they will die a natural death ; and as to 
our losing foreign insurances, it is idle to sup- 
pose that a merchant would disgust his corresp 
poudent, or lose his business, by insisting on 
effecting his insurances with an office, when he 
could do it cheaper at Lloyd's. That Joint Stock 

* See the ingenious speech of the late Mr. Marryat, in the 
House of Commons, upon this subject, in February, 1810, when 
a motion was made to alter the laws relating to marine insu- 
rances, by repealing those same portions of the act 6 Greo. I , 
which were actually rqiealed last session. 
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Companies, to effect marine insurances, will an- 
swer to the subscribers at the present rate of 
premium, may be doubted ; but that is a ques- 
tion which it is quite unnecessary for us now 
to discuss, or for the legislature to take into 
its consideration. Parliament acted, I think, 
wisely, in repealing last session the enact- 
ments that prevented partnership^ from under- 
writing, upon the principle, that no restriction 
should be laid upon the freedom of trade for 
which a clear necessity cannot be shewn : such 
associations should certainly be subjected to the 
regulations proposed by Lord Eldon, for the 
liability of share-holders to all claims arising 
from losses during the time of their being mem- 
bers of the Company ; it is clearly just, that as a 
very small proportion of the nominal capital is 
paid down, that a claimant should not be shifted 
from the solvent shareholder, with whom he con- 
tracted, to the subsequent purchaser of his share, 
who may or may not be so*. 

I am not aware of any other schemes for the 
employment of reclaimable capital, which require 
particular notice upon the tendency of their ob- 
jects ; the few that are for objects distinct from 
banking or insurance, may be guarded from 

* They should, in fact, never he made corporate bodies. I 
have stated my opinion on this head more fully at the conclui6ion. 
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abuse by the regulations that, as I have already 
intimated, should be applied, in my opinion, to 
all Joint Stock Companies^ 

We have now to proceed to the examination of 
the last class of these associations, visi., asso- 
ciations for the employment at home of irre- 
claimable capital. The question of how far such 
associations should be permitted, or encouraged, 
is one of the most important that can be sub- 
mitted to the consideration of the legislature, 
unless I greatly deceive myself in my estimate 
of their nature and probable results. It has been 
already stated, that the application of capital, by 
Joint Stock Companies, to the, employment of 
labour has an injurious tendency. So firmly am 
I convinced of the truth of this proposition, that 
I am disposed to consider that there exists a 
strong primd facie objection in every case to such 
employment; and that whereas, in the case of 
associations for the engagement of reclaimable 
capital, the general presumption should be, that 
it is expedient to permit their formation,— (a pre- 
sumption only to be negatived by proof of the 
noxious tendency of any particular enterprise,) 
with regard to associations of the class we are 
now considering, it should be assumed, that it is 
inexpedient to permit them, unless in cases 
where it can be made out, that the proposed un- 
dertaking is of such clear public necessity as to 
overbalance the general evil. The proposition 
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of the evils to be appreheoded, from the in^itrii*- 
mentality of such associations, may be dius 
stated : — 

The safe aod prosperous state of a uation is 
the progressive state. 

A nation is progressive, whilst each outlay of 
capital yields a profit sufficiently ample' for the 
accumulation of capital to proceed in a greater 
ratio than the increase of population. 

Capital expended in the employment of labour, 
at less than the average rate of profits, stimulates 
the increase of population, without producing 
the accumulation of capital that would otherwise 
accompany such increase. 

An outlay of coital, at less than the ordinary 
rate of profit, will never be undertaken by indi- 
viduals, but is likely to be undertaken by Joint- 
Stock Companies, 

I am not aware that the correctness pf the 
above inference can be invalidated ; but, in rea-* 
lity, it is not stated with nearly sufficient force* 
Not only are Joint Stock Companies likely to 
engage capital at less than the ordinary rate of 
profit, but the instances are numerous in which 
it has bi^en so engaged, and to great extent^ 
without any profit at all. In fact, such cases are 
sure to occur, whilst the mode of getting up 
these associations is allowed to remain in its pre-- 
sent state. The account already given of the 
origin of these schemes, shews sufficiently that. 
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there are always causes mpre than enoug^h to 
bring forward projectors, whenever the publie 
mind is in a state to favour this sort of specu- 
lation, without the slightest reference to the ul- 
timate success of the adventure. It requires but 
little of the spirit of prophecy to predict, that as 
the mania for these associations, at this moment, 
has reached a height unprecedented in our an- 
nals, so likewise will the improvident waste of 
capital, if these undertakings be countenanced 
by the legislature, be greater than even this 
enterprising country has ever experienced. The 
tendency of population to overtake and outstrip 
both the accumulation of capital, and the means 
of employing such ac(;umulation, is but too well 
ascertained. In fact, whilst population increases 
always in the same rfitio, capital accumulates in 
a perpetually decreasing ratio, ai^d such ' a state 
must therefore ultimately arrive * ; but the opera- 
tions of individuals never will, the operations 

* Unless that secret be discoYered, a thousand tiques more 
important %q the happiness of mankin4i thi^n the philosopher's 
stone, a moral check to population. If the passions of mankind 
were aroused by objects in any thing like the degree of their 
relative importance, this subject, to the exclusion of aU others, 
would occupy tbe talents of our statesm^ and engross the 
attention of the legislature. We chucUe over the returns of 
our increasing population, and are stupidly or wilfully blind 
to the dangers of the appioach of which they should s«rve to 
forewarn us, neglecting to avert« if yet it be possible, from our 
own shores, the scourge that is maddening Ireland. It would 
be easy to shew, if this were the place for such a discussion. 



76 

of Joint Stock Companies inevitably must, anti- 
cipate the period of its arrival, as the responr 
sibility which restrains individuals in their private 
operations is wholly wanting to the functionaries 
of these associations. It is to the removal of this 
great evil, viz., the want of responsibility, that 
the remedy I shall venture to suggest will be dir 
rected. j, 

1 have hitherto only stated the objection to 
the application of capital to labour, by Joint Stock 
Companies generally ; but it is evident, that the 
evil will be greater in cases where capital is em- 
ployed in the formation of public works, merely 
to participate in the returns upon capital already 
similarly engaged, and without the effect of in- 
creasing, or increasing in only a very small de- 
gree, the amount of such profits. As an illus- 
tration of this position, we will suppose that the 
capital of a canal, a dock, or water-work, yields, 
ten per cent Now if a rival undertaking could be 
prosecuted to completion, so as to divide the return 
of ten per cent, with the company already in ex- 
istence, it is clear that the whole new capital 
will have been wasted ; as the accumulation at ten 
per cent, upon the one capital will be equal to 

that those causes of evil which are perpetually sounded in our 
ears, by one or other of the parties in that unhappy country, — 
the delay of emancipation, — the Catholic association, — ^popery 
and orangeism, — tythes and absentee landlords, although all 
ej£cient, are but as dust in the balance compared with that curse 
with which Ireland is afflicted, the last and greatest that can 
befaU any country, a surplus population. 
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the accumulation at five per cent, upon the two 
capitals ; whilst a stimulus to population by the 
employment of labour to the whole extent of the 
new capital has been given, without the slightest 
corresponding accumulation to provide for future 
employment. I am aware that this proposition 
must be open to modification, in various degrees, 
in almost every real case ; but such is the true 
position in the abstract, and even in the naked 
state in which I have put it, it would be found to 
apply much more closely than could be supposed 
to a multitude of real instances. It is evident 
indeed, that as the rate of interest falls, it will 
be worth the while of a new company to lay out 
money, that will yield the interest of the day in 
rivalship of any existing company, as it is per- 
fectly indifferent to the new adventurers, whe- 
ther the return upon their capital is to be taken 
from the already existing income of individuals, 
or whether it arise from a real increase to the 
income of the community. The degree there- 
fore in which it is expedient for the legislature 
to encourage any undertaking in rivalship of 
capital already vested, will be precisely the con- 
verse of the degree in which such undertaking 
is likely to approximate to the above position. 
It should not be forgotten, moreover, in the 
investigation of this question, that in public 
works o f any description, in addition to the cost 
of the first formation, there is the permanent 
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expense of carrying them on, in some cases, as 
docks, canals, water-works, &c. sufficiently heavy ; 
the returns therefore, up to a certain point, only 
pay the expenses — it is the quantum beyond this 
point that leaves a profit ; it is evident, that the 
return which was sufficient to leave this surplus 
upon one establishment, might upon two merely 
repay the expenses : in this extreme case, both 
capitals would be sacrificed ; but in all, the addi- 
tional expense of establishment must either 
produce higher prices to the consumer, or involve 
a sacrifice of just so much capital as it deprives of 
interest. 

If, however, the permission of such rivalship 
be inexpedient for the public good, it is yet 
inore unjust to individuals. There is, I think, an 
implied contract between the public and the 
parties who have executed any work which has 
proved of public convenience, — that as, for an 
object beneficial to the community, they have 
invested irreclaimable capital, they have a just 
claim to be protected from a ruinous competition 
from which they have no means of retreat* I 
am not about to use the same language I have 
reprobated in others, and talk of the public 
spirit of such perscms ; but the legislature having 
encouraged individuals to embark their fortunes 
in such an undertaking, some exceedingly strong 
case of necessity should be made out, before a 
competition be permitted, which would affect 



79 

materially the value of the property thus en- 
gaged/ That (heir enterprine has proved suc- 
cessful for themselves^ is of itself no reason for 
permitting an injurious competition; the larger 
their profits^ the better, as we have seen, for the 
community. I do not contend that government 
may not with perfect justice, under new cireum- 
stimces, admit fresh rivals into the race ; but it 
eug^t» in every instance, to be from a conside- 
ration of the particular case. If it be asked 
with what view it is attempted to lay down a 
general principle, when each case must be tried 
by its own merits, it may be replied, that in *all the 
discussions upon such matters which have re^ 
cently occupied the public attention, some vague 
and crude notions of an indefeasible right of 
competition to be acted upon at all times and 
under all circumstances^ and avermentei of the 
large profits of existing companies^ are always 
introduced amongst the arguments of the advo^ 
oates of any new undertakings. To such rea- 
soning, ftitile as it is, it may be as welU perhaps, 
at once to give a conclusive reply. 

Competition is desirable, because it has been 
found by experience^ that it is generally Uie best 
i^ent in- regulating supply and demand*,, but ii t» 
a means, not an end; the public convenience is the 
end to be attained. Competition is one mode of 
arriving at it A right to enter into competition. 
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there can be none, any more than there can be a 
right for every citizen to be himself a legislator, 
as in the old republics, rather than to legislate by 
his representatives as in modern states ; rights are 
the creatures of expediency and the laws; in 
social life we have no others. 

In the case which was stated above, in illus- 
tration of the effects of competition, we have 
seen, that where one company has engaged a 
capital of one million, yielding a return of ten per 
cent., to permit a second company to invest 
another million in the same pursuit, merely, 
because from the fall in the rate of profits, it 
might be worth while to participate in the income 
of the first adventurers, would be injurious to the 
interests of the public. But if to grant such per- 
mission were merely indifferent, to accord it 
would be unjust. To take from the property of 
A. to give to B., without some preponderant 
public good to result from so doing, is a wanton 
infliction of injury. This public advantage to 
accrue from granting their application, the appli- 
cants are bound to shew ; it can only be done, 
by proving that the facilities already afforded by 
companies or individuals are not sufficiently 
ample, or that the same facilities could be af- 
forded for less price. 

The practical value of this inference may be 
well illustrated by reference to the contest at 
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present waging between the proprietors of the 
old, and the advocates of new docks on the 
Thames. The advocates of the proposed docks 
(that is to say, the parties interested in a variety 
of ways in their formation) aver perpetually, and 
as their strongeist argument, the necessity of com- 
petition ; it is vain to hint that the field of com- 
petition is already ample — no, they reply, it is 
not wide enough. Can any thing be so childish 
as such reasoning, which may at once be pushed 
into absurdity ; are six docks enough, or seven or 
eight, or ten or twenty, or one hundred? But 
such an argument is at least convenient, that it 
will stretch with every fresh prospectus that the 
interest of land-holders, of secretaries, solicitors, 
&c. &c., may engender and produce to the world. 
As to the alleged necessity for further accom- 
modation for the trade of the port, I believe that 
very considerable doubts are entertained by well 
informed and disinterested people ; whilst strong 
peculiar objections exist to one or two of the 
plans *. I am not, however, about to enter into 
an investigation of the merits or demerits of the 

R 

new dock companies, they must fighttheir battles 
with those whose interests they injure. But it 

* I should be disposed to except the collier docks. I doubt 
their paying to the proprietors, but I think the prospect of con- 
venience to the public is suflGicientlj. clear, to warrant permis- 
sion being giyen for the experiment, particularly as they will 
not interfere, so far as I know, with vested capital in any way. 

6 
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may be reasonably doubted, whether, if the new 
companies be permitted to form dodks, without a 
clear demonstration that the existing companies 
do not or cannot afford sufficient accommodation 
to the tiade of the port, such permission will not 
ultimately prove as injurious to the public as it 
will be manifestly unjust to individuals*. 

Up to a certain point such establishments will 
compete with each other to reduce prices. Beyond 
it, and if so many competitors are introduced 
thai ruin impends overall, they will coalesce, and 
raise their rates ; low prices will yield a profit to 
a convenient number, high prices will hardly keep 
a greater number than is wanted from ruin. 

We have now reviewed two classes of associa- 
tions for the in vestment of irreclaimable capital, risr : 

1st. Those for the prosecution of schemes which 
do not interfere with vested capital, and against 
which there exists only the general objection to 
the application of capital to labour, by '' Joint 
Stock Companies." 

2ndly. Schemes which do interfere with vested 
capital, and have therefore the additional objec- 
tion of waste of capital in a greater or less de- 
gree, and of injury to individuals. 

* Theirs is, m fact, at f hiB moqieiit, tke keenest conpetition 
betwe^ the different eompanies and the priTate whaiftngen. 
To talk to a man of practical information sf the ooceMitj «f 
further competitjoii, is almost an affront to his iindeivtan^ng. 
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A third class remains to be considered, in which » 
from the relative situations of the consumers, and 
the parties who afford the supply, inconvenience 
must inevitably result to the public from en* 
couraging competition. I allude to those public 
works, sudi as water- works, gaSi* works, &c., &c., 
in which the capital is confined, as in the pre** 
ceding classes, by die very nature of its invest* 
ment, to a specific object, and is wasted if not so 
applied ; but in which the consumer of the article 
supplied is also confined to the spot for his sup* 
ply, and can only avail himself of the maricet that 
may be brought, as it were, to bis door; but as, in 
the nature of the thing, that market can in no case 
be other than very limited, it will be immediately 
apparent, that to encourage competition will not be 
the t)est mode of consulting the public conveni- 
ence. If one water-work company supply a given 
district at a certain rate, and a second company 
be permitted to expend an equal capital in erect* 
ing engines and laying down pipes for the supply 
of the same district, it is clear, first, that a compe^ 
tition between the companies will ensue, ruinous 
in its efiects, because no cheapness in their terms 
can bring consumers from a distance, (the remedy 
in ordinary cases for low prices,) and next, that 
they will coalesce ; but they must now divide the 
nmnber of consumers, (they would probably not 
take opposite aides of the same streets, but for 
their own cpnvenience each take the parts of 

G 2 
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the district nearest to their works,) and conse- 
quently to obtain the same rate of profit, the 
water-rates must be doubled ; now for this evil 
what is the remedy? To call in a third company. 
But it is evident that this would only produce a 
fresh competition, and eventually a fresh coalition 
and further rise of prices ; and so on, it might be 
added infinitely, if the supposition did not become 
ridiculous. 

This evil arising from competition, viz., an en- 
hancement of the cost of production, and an 
eventual rise of price to the consumer, exists, in 
a degree, as I have already hinted in other cases 
of the investment of irreclaimable capital, such as 
docks, canals, &c. &c. ; in those it is a danger to 
be apprehended ; in the case we are now con 
sidering, it is an infallible consequence. With 
regard to companies for such undertakings, there- 
fore, the path of true policy for the legislature 
cannot be mistaken^ having once permitted them 
to be formed, it should not permit any interference 
with the districts they occupy, unless they can- 
not or will not fulfil the functions to which they 
must be considered to have pledged themselves. 
I would not propose that they should have a lease 
or charter granted to them for any, even the 
shortest period of time, but that they should 
hold their privileges only during good behaviour : 
the control held over them by government 
would then be perfectly efiectual to prevent abuse 
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in their dealings with their customers; and it 
might, and indeed should, I think, be a stipula- 
tion that they should always keep a fund in re- 
serve to enable them to carry into effect without 
any increase of rates, any improvement in the 
mode of supply, the quality of the water, &c. &c., 
which the progressive advance of science might 
suggest. 

It happens, fortunately, that a complete illus- 
tration of the truth of the above position is to be 
found in the record of some events of very recent 
occurrence, and which occupied the attention of 
parliament. 

I am happy to find that, in full confirmation of 
my own humble judgmient in this matter, may be 
cited the powerful testimony of a report of a 
committee of the House of Commons. The com- 
petition between the different water-companies 
of London, with all its inconvenient and absurd 
effects of an incessant taking up of the pavement, 
laying down pipes side by side, &c. &c., must be 
fresh in the recollection of every one. To so ridi- 
culous an extent was this competition carried, 
that it furnished at length matter for public 
amusement*. The very able report of the 

* One of the scenes in a pantomime of that pieriod was a 
pitched battle between the myrmidons of two of the companies 
for the possession of a trench, in which both parties had deter- 
mined to lay their pipes ; it ended, if I remember right, by both 
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committee above alladed to, after enuoierating 
the companies which then, as now, supplied Loo- 
don with water, gives the following brief account 
of this competition : — 

'' The principle of the acts under which thesie 
companies were instituted, was to encourage com- 
petition ; and certainly in this, as in other cases, 
it is only from competition, or the expectation of 
competition, tliat a perfect security can be had 
for good supply ; but your committee are satisfied 
that from the peculiar nature of these under- 
takings, the principle of competition requires to 
be guarded by particular checks and limits in its 
application to them, in order to render it effectual 
without the risk of destruction to the competing 
parties, and, thereby ultimately of a serious in- 
jury to the public. Competition, in ordinary 
cases, adjusts the supply to the demand ,1 through 
the liberty which the sellers have to go. out of the. 
market as well as to come into it ; but in trades 
carried on by means of large capitals^ vested in 
fixed machinery, and furnishing a commodity of 
no value but for consumption on the spot, the. 
sellers are confined to the market by the nature 
of the trade ; and if the new comer has to seek im- 
mediate employment for large works, by taking 
custom from the established dealer, as there can 

parties being buffetted off the stage by clown and pantaloon, 
who had each one of their astounding falls and thumps on thd 
head, ovet the heaps of rubbish the combatants had thrown up. 
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be no great difference in the quality of what they 
sell, they mast vie in lowness of price, and will 
probably be driven to underbid each other dawn 
to the point of ruin, because it is better to take 
any thing than to take nothing for that which 
cannot be carried away ; and this must go on till 
both are worn out, or one has outlasted the 
others, and succeeded to a real and effective 
monopoly, or until by some arrangement between 
themselves they can put a stop to mutual de- 
struction. These consequences appear to have 
followed from the late protracted competition 
between the water*companies ; it was carried on 
during several years at a very ruinous loss, and 
must, in all probability, have led to the extinction 
of all except one or two of the wealthiest, as it 
actually did to that of the smaller companies, but 
for an arrangement which finally took place, and 
by which the supply of the town was partitioned 
between them, each company withdrawing its 
services within a line agreed upon, and exchang- 
ing with the other the pipes beyond its own 
boundary/' 

After stating in detail the mode of this co-* 
alition, the report adds:— 

*' These measures, so questionable at the first 
view, and carrying with them so much the appear- 
ance of a combination against the public, do 
nevertheless appear to your committee to have 
been measures of self-preservation, leaving the 
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companies only responsible for the use which 
they might thereafter make of them." 

The report then proceeds, after noticing the 
angry feelings that this coalition had in some 
cases excited, and after divesting the subject of 
the irrelevant matter with which such feelings 
had connected it, to examine in much detail 
whether the rates proposed by the diflerent com- 
panies are a fair remuneration for the service 
afforded. It concludes with a recommendation 
to the House to confirm by a ** temporary bill*' the 
agreement entered into by the companies, hold- 
ing out to them , at the same time, the prospect of 
parliamentary interference, upon the least abuse 
of the privileges conceded to them. 

It is singular, and a fact which the circum- 
stances attending the formation of Joint Stock 
Companies can alone explain, that in the face of 
this parliamentary investigation and report, in 
the very teeth of the recorded effects of the 
former competition, subscribers should have been 
found to fill the lists of five new companies ; if 
the projectors of the new companies were igno- 
rant of these things, what can we say of the care 
with which they have investigated their subject r 
if cognizant of them, what can we think of their 
caution or their wisdom ? 

But enough has been stated of the origin of 
these associations at this moment, to prevent sur- 
prise at any degree of credulity or infatuation. 
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Having now completed our review of the dif- 
ferent .classes into which it seemed convenient 
to divide these associations, and attempted to as- 
certain, by a consideration of the nature and ten- 
dency of their several objects, the degree of en- 
couragement which it might be expedient for the 
legislature respectively to. afford them, it is time 
to advert once more to those defects in the very, 
mode of their formation, which, as they are comr 
mon to them all, seem to require a common re- 
medy. I allude to the entire freedom from re- 
sponsibility, and the consequent fatal facility of 
gain, which, as we, have seen, are enjoyed by 
the projectors and functionaries of these asso- 
ciations. These are the noxious qualities which 
leaven the composition of them. all ; which are, in 
a great degree, the cause of the abundance in 
which they spring up around us; and which will, 
unless remedied by some legislative interference, 
always have a tendency to produce effects similar 
to those we at present witness, and confound 
undertakings, useful in their design and honour- 
ably conducted, with schemes, the mere ofl&pring 
of knavery on the one hand, and credulity on the 
other. ^ , 

In venturing to suggest a corrective of these 
evils, I am not ignorant how much easier it is to. 
point out an abuse than to find a remedy. I am 
so firmly convinced, however, of the necessity of 
some legislative interference, that J should feel 
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I bad not fulfilled the task I have imdertakeii^ if 
I oonduded these remarks without at least ex-' 
pressings an opinion as to what should be the 
mode and degvee of that interference. 

There are evidently two distinct aspects under 
which these associations may be considered, with 
a view to legislative regulation-^requiring re« 
spectively exertions distinct in their nature of the 
authority of the legislature ; they are — 

The mode of eonstitutlng these Joint Stock 
Companies, in the fitBt place. 

Their objects when constituted in the second. 
. With regard to the latter, it is clear that no 
genejral legislative provision can be made. In 
every fresh case of an application to parliament 
to incorporate a Joint Stock Company, such ap- 
plication must be tried by its own merits, and the 
ex{)ediency of the proposed undertaking be de* 
eided by examination of evidence. All that can 
be done is to establish some principles which 
may serve as guides in the investigation, and as« 
sist in determining the degree of encouragement 
which each undertaking may, by its nature and 
tendency, be entitled to. Towards the establishing 
of such principles, I have endeavoured to contribute 
something, in treating of the different classes oj 
these associations, and^ need not, therefore, now 
pursue further this branch of the subject. 

The constitution of these companies may, with 
more ease, be made the subject of previous 
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regulation ; and I am inclined to think, that le- 
gislative interference on thia head alone, would 
go further towards furnishing a test of the ex^ 
pediency of the objects proposed by new com** 
panics than might at first sight be supposed ; for 
as regulations judiciously framed^ would, in a 
great measure, put a stop to the getting up such 
asscM^iations with a mere view to jobbing in the 
shares, such projects only would be brought for^ 
ward as promised well for permanent investment^ 
and such persons alone would become subscribers 
as had the requisite means to carry them into 
effect. At present, it is certain that the mere 
fact of the existence of such projects cannot be 
assumed in the smallest degree as evidence of 
their necessity or expediency. 

I am not aware of any legislative enactment on 
the subject of Joint Stock Companies generally, 
since the act of 1720, already cited, and it is to 
the provisions of that act that reference is always 
had in framing the laws and regulations of these 
associations. 

Whether all the Care which is taken to evade 
the provisions of that act would suffice to place 
beyond its grasp the parties concerned in these 
schemes, if government were disposed to call its 
dormant powers into action, seems, as was for«- 
merly statc^d, to be at least doubtful. I am not, 
however, inclined to think that the law^ as it now 
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stands, is either well directed in its object, or 
would, be convenient in its effect. If the pro- 
jectors of these associations are right in supposing 
that the precautions they take will secure them 
from the pains and penalties provided by the 
act, it is a . dead letter ; if, on the contrary, the 
act could be. put in force, it would be too severe 
and undistinguishing in its operation. It was 
certainly the intention of the legislature, by the 
act of 1720, to suppress entirely all. Joint Stock 
Companies not incorporated by act of parliament 
or royal charter. It may be doubted whether 
this would be expedient; the many useful insti-. 
tutions which have grown up in contravention of 
it, seem to . prove the contrary. It would, per-. 
haps» be better to repeal this act, and place be- 
yond a doubt the legality of Joint .Stock Com- 
panies establislied . by . deed ; rendering them 
legal, howevier, only upon certain conditions. I 
would by no means pi:opo,se that they should en- 
joy the same, immunities as Joint Stock Com- 
panies incorporated by act of Parliament, or pos- 
sess the privilege of securing their shareholders 
from individual responsibility; a freedom from 
liability, beyond the amount of the respective 
shares should still remain, a privilege only to be 
acquired . by an. express grant of the legislature : 
it would be pr.epostei*ous that an association of 
individuals should^ by subscribing a deed, or by 
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any other act or contrivance of their own, have 
it in their power to exempt themselves from the 
operation of the laws. This exemption should 
only be granted after ample investigation, and 
upon clear proof that it would be of advantage to 
the public. '^ To establish a Joint Stock Com- 
pany," says Adam Smith, '' for any undertaking, 
merely because such a company might be ca- 
pable of managing it successfully ; or to exempt 
a particular set of dealers from some of the 
general laws which take place with regard to all 
their neighbours, merely because they might be 
capable of thriving if they had such an ex- 
emption, would certainly not be reasonable." 
Partnerships with limited capitals are recognised 
by the laws of some other countries ; France, for 
instance ; and I have heard it argued that an 
alteration to the same efiect might be made with 
advantage in our own laws : my own opinion is 
adverse to such alteration ; I think the policy of 
such a law more than questionable. We have, 
however, at present, only to do with the law as 
it at present stands ; and certainly no reason 
can be given why a very large partnership should 
be exempt from individual liability any more 
than a small one. It does not, however, -appear 
that this freedom from liability is very highly 
valued ; in companies for effecting marine insu- 
rances, where, above all others, it might be ex- 
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pected that such freedom would be looked on 9& 
indispensable, recent experience has proved, that 
Mibseribeis in abundance are to be found, willing 
to incur the responsibility which the being a 
member of such associations necessarily involves. 
It is probable (hat if the mode of forming Joint 
Stock Companies by deed were clearly defined and 
sanctioned by law» that applications to Parliament 
for acts of incorponttion would only be made by 
associations for the construction of public works 
which require for their operations peculiar pow- 
6»» sudi M enforcing the sale of private pro- 
perty, altering roads, &c. It is well that sudi 
undertakings should always sUuid in need of the 
isanction of Parliament; we have already seen 
that it is peculiarly to *^ associations for the in*- 
vestment of irreclaimable capital" that the vigi- 
lant attention of the legislature should be di- 
rected. 

It should semn^ therefore, that if it be true 
that thexe are certmn defects inherent in the 
present mode of forming Joint Stock Companies, 
and which, as common to alU ie<}uif e a comtnoti 
remedy, it would be necessary to devise the 
means of applying this remedy equally to diose 
associ^ions which are constituted by deed, » to 
those incofporated by act of pailiament. This 
might perhaps be effected^ by making it a stand- 
ing order of either house of parliament, that die 
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same provisions which may be entbodied in a 
law for regulating the constitution of Joint Stock 
Companies by deed, should also form apart of all 
special acts of incorporation. Having ventured 
upon the above suggestion, I shall confine myself 
to the principles of the legislative interference that 
may be necessary. It would be as presumptuous 
rn me, as I feel that I should be incompetent, to 
enter into the detail of their practical application. 

It IS evident, I think, that almost all the evil 
attendant upon these associations arises from two 
sources, — the entire want of restraint upon the 
proceedings of the projectors, directors, &c. &c. ; 
and the practice of selling shares on which a de* 
posit of two^ or three, or five per cent, has been 
paid by the origintd subceribers. 

Towards remedying this latter evil, we have 
already a standing order of the House of Lords 
to serve as our guide, and the substance of that 
order I would propose to blend with restraints 
upon tke fiuctioaarteB of such associations as 
follows, viz. : 

1st. It shall not be lawful for any persons pro- 
posing to establish a Joint Stock Company to take 
any premium for admission into such company. 

2dly. No traoafer of shares shall be legal 
or valid until the lists of subscription are full^ 
and until the signature of the deed of partner- 
ship, or the passing of the act of incorporation* as 
may be. 
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3dly. It shall not be lawful for such deed to 
be signed, or such act shall not be obtained; 
before a certain portion of the capital proposed 
to be raised (three-fourths, perhaps) shall have 
been deposited in the hands of Trustees, to be re- 
transferred to the company when it shall be 
legally constituted*. 

4thly. That the names of the Presidents, Vice- 
presidents, Directors, Auditors, Treasurers, and 
Secretary, together with the number of shares 
held by such individuals in the stock of the com- 

* Banking and Insurance Companies might conveniently 
perhaps form an exception to this regulation, but to them I would 
never grant a charter of incorporation ; their utility in a national 
point of view depends so entirely upon the faith that the public 
can repose upon their solidity and their prudence, that every 
security ought to be provided for insuring to them both those 
properties or qualities \ in such case, as hardly any real advance 
of capital is required for their operations, the amount of the de- 
posit may b^left to their own convenience and discretion. The 
exception to this rule in the standing order of the House of 
Lords is of an entirely opposite nature, and is, I confess, to me 
perfectly inexplicable : their Lordships except, I believe, com- 
panies for canals, rail-roads, docks, bridges, &c. &c., that is, 
precisely those companies in regard to which, as they contem- 
plate the outlay of their whole nominal capital, there can be no 
objection to their really depositing a proportion of it —a disin- 
clination or disability to do so, in associations for sudi objects 
would go far to prove (I should have thought) that they were 
got up, not for their {professed object, but with a view to that 
very gambling in shares which their Lordships are generally 
supposed by their order to have intended to check. 
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(MDjir, shall be inserted' iii the deed or ael as^ifiay 
be ; and that it shall not be lavfal for ikose in^ 
diyiduala t^ kicreftse or dbniniadi tke anuyui^ of 
tteeir sfaare$» whetiaieT they do m d^wit mtain 
th0i<r atvefsd offio^, in any eiuse whalsoeiref , 
(deaiA or imblvency must of eoi^rse be under- 
stood to be excepted,) until a period to be named. 

• 

dtfalyl That in the oases df asMoiatiens f ot the 
inYestment of redaimable oapttal-^^iMsh m Banks', 
Iiisurance Companies^ &e; Ac.^ sueh period 
phall not be less than three years (rmn Ae date 
of the constitution of the cqmpany, amd in re- 
spect to aissoeiations for the ipFestment &£ iire- 
claiioai)le oapital,— ^such /as the. ieaoaetractlon of 
public works, working iminieis, &G. &e. either af 
home br atao^d, tliepn^riod shall be fixed tabe 
at the 'e9a)(>letioa or faikire of the original desigvi, 
tQ be determined by the resolution and vote of a 

general asiseaibly of proprietors. 

• » 

The above ragulatiofis are intended to fpply 
equally to the associatioiis wl|i<di shall beincor^ 
porated by act of parlia]aie«t, and to those :wl|iek 
shMl be constituted merely by deed. With re- 
$p^ to the latter, the ibUomng additioiial 'regu- 
lations might be jLclvisatie. 

1st. Thedeed'Offtartneirsbipef anfjeBSoeiad^a 
M spciety conatsAing irf amre tiban six parsMtf, 
shall be enJoelLed in the High CouVt 4»f €h«iMW9^» 
with the aajoes and desorifitioiis of the se^renlt 
nw}9^0^ »&xed i^itk^^ and the qhaces diey hold 
re^j^cUvely in 4;hp stosk 4f i&e jeomiMDy. 

H 
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2d. Byery transfer of shares to be valid must 
be enrolled in like manner. 

3dly. ThatBuch companies may sue or be sued 
by their secretary, or other officer, and that all the 
members be responsible for the issue of the suit. 

4thly. That persons obtaining judgment against 
sUcb company, shall, in default of their demand 
being satisfied; by the Company through i^s func- 
tidnaties, be at liberty to issue execution against 
any person or persons who were members of th6 
Coinpany at the period when the claim arose, 
which Was the subject of the action, or suit; but 
such recourse shall not be legal, unless in the 
case of the insufficiency of the funds of the Com* 
pany at the time of the verdict being obtained. 

dthly^ That they may make bye*laws binding on 
their own members in their general assemblies ; 
elect directors, and act in such other respects, as 
is usual and convenient for Joint Stock Companies, 
excepting that no contrivance or contract shall be 
valid or legal that purports to limit the individual 
ifesponsibility of the members. 

It can scarcely be necessary to enter into a de- 
tailed explanation of the reasons for these several 
regulations, their application to the abuses we 
have been considering must be sufficiently obvious, 
and there are few, I suspect, amongst those most 
convecsant with the subject, who would think 
them too severe ; the fault, perhaps, lies on the 
other side, they are not sufficiently restrictive of 
the practices notoriously common in ^uch aaso- 

• 

ciations. 
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They would, however, I am inclined to think, 
if applied with sufficient legal precision in the 
enactment, and enforced, where requisite, with 
suitable penalties, have no inconsiderable ; effect 
in remedying the evil. 

Upon one objection^ which may be made to the 
regulations suggested above, it may be necessary 
to remark, inasmuch as it applies not to the pecii^ 
liar merits of any^mode of legislative interference, 
but to the expediency of any legislative interfe- 
rence whatsoever. It is said, why legislate at 
all upon such matters— they are mere bargains 
between one.set of individuals and another ; eveify 
man is competent to take Care of bis own interest^ 
&c., &c. To such reasoning It may be replied, 
that it proves too much. To be consistent, rea- 
soners of this class should not limit their disap- 
probation of legislative interference to the case of 
Joint Stock Companies ; why prohibit individuals 
from establishing a lottery or rouge et noir table ? 
It is hard that these sources of profit should be 
closed to '* eminent capitalists." But it. cannot be 
necessary to insist at any length upon the futility 
of such reasoning; matiy cases may^ no. doubt, be 
pointed out in which the legislature has interfered 
unnecessarily in the private transactions . and in- 
tercourse of individuals, but each case is a subject 
of discussion. Where legislative interference is 
not palpably called for, it is unwise to apply it; 
and so far the objection is good, and has use ; 
applied as a general position I am persuaded it 
has none. 
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I am imll «w«re thtt hasty aii<i necesBariiy im- 
perfect 4M the a|»(yre suggestions are, they will re- 
qanrenmch medifieation before they eaix be ren- 
ideied practically useful, and perhaps ta hare 
offered them at all may need apology, but I have 
always thought tJtmt apologies and modest protes- 
ttttioiis cf mwortfatness, in any man who addresses 
4ie QiiMic, savoat of aflfecteftion ; he must have 
jringglcd au ceeosfa liy with his own diffidence be 
ftie he Msimief} the character ef an aii^or ; and 
liioseto wiioili these hints (if ofanyrahie) will be 
usefol, are mostawai^ of the difficulties of legisla- 
tiea, and will roMive with the most thankfulness 
any aoeeiile^-of light, however humble its source, 
or feehte die fay . ~ -^-^- * - 

That soaie legislative interference is necessary 
I am firmly oo«nritteed, and I trust that the ap- 
proflM^ing aesdon will not pass away without the 
enaotnewt of lavhi l^aft may ^^tueAly |mt a stop 
to <lie most cKj^giaceAil seene of gambling, delu- 
aioB, a^ credulity, that has oecut red for a century 
to lower the i^spectability of the exchange of 
London, Aat way coixfine Joint ^Hock Cgmpanies 
lo thevr proper pto^rince, mti.y to be the organs of 
applying a superfluity of national wealth to useful 
objects, and, fiaatly, restrain their being made 
aereongines, ia the hands of a few individuals; 
to enrich Aemseiires at the expense of the oom> 

muaitgr. 
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